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LEADING AMERICAN INDUSTRIES 
offer their employees the Payroll Savings Plan for U.S. Savings Bonds 





These are but a few of the leading firms which support the Savings C2) 
Bonds program with more payroll savers than ever before in peacetime. 
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The Turquoise 
Private Dining Room 





For an experience you'll cherish a 
lifetime, go Super Chief on your 
next trip between Chicago and Los 
Angeles. Plush surroundings. 
Famous people. Service in the 
grand manner. Obtain reservations 
at any Santa Fe Traffic Office or 
Travel Agent. 
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14,500 SMITHS 
6600 BROWNS 


4900 JONESES 


are among the 1,625,000 share owners of A.T. & T. They are men and 


women in all walks of life in 22,000 communities throughout the land 


When the postmen of this 
country set forth with mail for the 
owners of the American ‘Telephone 
and Telegraph Company they visit a 
tremendous number of homes. ‘The 
quarterly dividend, for instance, is 
delivered to more than 1,625,000 
share owners. 


Dividends are important to the 
Smiths and the Browns and the 
Joneses and all the other A.T. & T. 
share owners. ‘They are important to 
telephone users too. 


Without dividends on stock and 
interest on bonds there would be no 
investors. And without investors 
there would be no telephone service 
as you know it today. ‘The money 
they entrust to us goes into more and 
better service for you. 

The distribution of the A.T. & T. 
dividend to so many people in 22,000 
communities is in itself a factor in 
the over-all economy of the country. 
Yet the total, though considerable, 
is small compared to other sums that 
flow out from the business. 


Last year, for example, the Bell 
System paid more than twice as 
much in taxes as it paid A.'T! & T.: 
share owners in dividends. It thus 
provided nearly a billion and a half 
dollars for the support of city, state 
and federal governments. 

Wages, of course, are the biggest 
item. In the Bell System they are 
billions of dollars more than the 
entire net income of the business. In 


BELL 








THE POSTMAN RINGS 1,625,000 TIMES with A.T.&T. dividend checks. Women are 
the largest group of share owners and own the most stock... . In addition to direct owners 
of A.T.&T. securities, millions of other people have an important interest through the hold- 
ings of their insurance companies, pension funds, mutual funds, unions, savings banks, etc. 


1958 Bell System wages totaled over 
$3,700,000,000 ...the nation’s largest 
business payroll. 


Thousands of other jobs in other 
companies were made possible by 
our large purchases from outside 
sources. 


Last year the Bell System’s manu- 
facturing and supply unit, the 
Western Electric Company, bought 
from more than 30,000 firms through- 
out the country. Nine out of ten 
were small businesses, each with 
fewer than 500 employees. This year 
again we expect to buy over a billion 


TELEPHONE SYSTEM 


dollars worth of raw materials, parts 
and services from other companies. 


It is natural and logical to expect 
big figures in a business that serves 
more than 55,000,000 telephones and 
handles over 200,000,000 calls a day. 


The important thing is to relate 
the size of the figures to the size of 
the need and the job. And to realize 
how the very size of the business con- 
tributes to the prosperity of millions 
of people and the economy of the 
whole country. 

It is an example of free enterprise 
at work for the good of all. 
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The Trend of Events 


OUR VICTORY OVER RUSSIA .. . The broad distribu- 
tion of wealth—the idealized goal of Kar! Marx— 
has been peacefully achieved by the people of the 
United States through their public ownership of 
shares in industry, and is so striking that it puts 
to shame the U. S. S. R. — with its system of state 
capitalism where the Government owns everything 
and the people own nothing. 

The ownership of common stocks under the 
American type of “socialism’”—that of free enter- 
prise under capitalism—is giving every man an in- 
terest in the “tools of production’ —and a partner- 
ship and share in the nation’s wealth. Since the 
twenties, when our great corporations offered their 
shares to the public on a broad scale, the number of 
shareholders has steadily expanded. In fact, in a 
short span of seven years—from 1952 to 1959—the 
number of stockholders has nearly doubled. Today, 
12,490,000 citizens own a stake in American indus- 
try ...and the rate of growth in our national family 
of shareholders is clearly 





between the Communism of Karl Marx and that 
practiced by the Soviet Union. The World Revolu- 
tion by the workers against capitalism that Marx 
predicted has not come to pass. On the contrary, 
2,500,000 workers in the United States have ac- 
quired a direct interest in their companies through 
participation in employee stock purchase plans. Fur- 
thermore, the workers, through their labor unions, 
have the power to bargain with capitalism on terms 
of equality. 

The communists have found that international 
class loyalty does not exist, and have therefore been 
obliged to use nationalism to gain their ends. How- 
ever, just as this feeling of nationalism has caused 
Russia to put her own interests first—the same re- 
action is true of Yugoslavia—Red China—Hun- 
gary—and other satellite nations—so that the pos- 
sibility of world communism, with Moscow the capi- 
tal and fountainhead, is becoming an illusion-—a 
Kremlin hope that js not likely to materialize. Mean- 

while the American way and 











gaining momentum! 

The Russian system of so- 
alled socialism, after 40 
years of experimentation, has 
ailed to achieve the Marxian 
roa] due to lack of realism re- 
rarding the instincts that mo- 
ivate man — his interest in 
iimself and his family—and 
his freedom of action. 


eee regular feature. 
Today there is no similarity 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- for years 
able market analysis of importance to 
investors and business men. 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


our type of socialism is gain- 
ing in strength. 

The income of our people is 
now at a record level, and has 
enabled them to 
maintain the highest stand- 
ard of living in the world. 
Furthermore, they have been 
able to save and invest in 
American industry in the 
democratic way. 


To keep 











| BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: 1907—“Our 


52nd Year of Service’—1959 
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As J See Jt! 





by Charles Benedict 
and James J. Butler 


CONGRESS TAKES ACTION TO VOID 
INTERSTATE TRADE TAX DECISION 


HE promptness with which Congressional Com- 

mittees moved to take the necessary steps to ne- 
gate the recent harmful Supreme Court Decision 
that permitted the states to tax income from inter- 
state commerce, dramatized and underscored the 
need for action. 


It was heartening indeed to note we had struck 
such a responsive chord with our feature, “‘Will Su- 
preme Court Decision End Free Trade Between the 
States?”, that appeared in the March 28, 1959 issue 
of The Magazine of Wall Street—in which we called 
attention to the mischief inherent in this law, 
which, in effect, was bound to institute an insidious 
and creeping destruction of the system that had pro- 
duced the greatest free market in history and made 
the United States a world leader. 


Because we believed this law would inevitably 
disrupt the unity between the States and open the 
way to the destruction of our institutions, and en- 
courage communist sabotage, we made this story 
available to Congress, State Governors, to members 
of the Supreme Court and key government officials, 
bringing full appreciation of the significance of this 
decision. 





Now that it has struck home, both national and 
state legislative halls are buzzing with anxious in- 
sistence that the functionings of interstate com- 
merce be respected according to constitutional law. 


Senator John Sparkman of Alabama, Chairman 
of the Senate Small Business Committee, was among 
the first of the public officials who spotted the dan- 
ger and went to bat to remedy it. He arranged a 
series of public hearings to discuss the effect of the 
ruling on the system of commerce among the states, 
with particular attention to the troublesome prob- 
lem of maintaining multiple sets of books to satisfy 
each commonwealth’s requirements, not to mention 
the payments out-of-pocket. 


The committee is now asking that the Interstate 
Commerce Clause of the Constitution be restored to 
its full meaning and effectiveness. It would return 
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to Congress that absolute control over commerce 
crossing state lines which the February decision 
impaired. 


The key section for immediate action reads: 


“No state or political sub-division thereto shal 
impose a tax upon the income of any business en- 
gaged in interstate commerce for any taxable 
year unless, during such year, such business has 
maintained a stock of goods, an office, ware- 
house, or other place of business in such state, 01 
has had an officer, agent, or representative whe 
has maintained an office or other place of business 
in such state.” 


Enactment of the bill would restore business 
normalcy to enterprises which merely send travel- 
ing salesmen in interstate commerce, mail orde1 
houses, and others whose interstate business bears 
but a fractional relationship to their total intra- 
state business. 


While not challenging the rights of States to tax 
commerce within their borders, Senator Sparkman 
commented that “something must be done to clear 
out the tangled briar-patch of multi-State taxation.” 


Witnesses testified that often the administrative 
costs of paying such taxes is greater than the 
amount of the taxes paid. One large corporation 
representative stated that it costs his company 
about $170,000 annually merely to prepare the tax 
returns of the various taxing jurisdictions. 


In addition, the report stated, there is the ever- 
present danger that some business will be taxed on 
more than 100 per cent of its income by various 
States. 


The bill also proposes presidential appointment 
of a watchdog committee to maintain a continuing 
study of trends and actions affecting the separate, 
and sometimes colliding, zones of Federal and State 
taxation. 
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The legislation envisioned by the Senators is in 
he form of clarification to provide unmistakable 
efinitions of “interstate commerce” and restate 
1e absoluteness of Congressional jurisdiction there- 
1. It would follow the philosophy expressed by Jus- 
ce Felix Frankfurter (The Magazine of Wall 
treet, page 9, 3/28/59): 


“Guided by the experience of the evils generated 
by the parochialism of the new States, the wise 
men at the Philadelphia Convention took meas- 
ures to make of the expansive United States a 
free trade area and to withdraw from the 
States the selfish excercise of power over 


to the core of a sales and distributive method which 
has served to knit together, economically and other- 
wise, the states of the union. It had the capacity to 
work just as effectively in the opposite direction, 
sapping the strength from industry, the carriers, 
and the mercantile outlets, depriving customers of 
the variety and price advantage which the private 
enterprise system and mass production have created 
and maintained for more than 150 years. 


Messages we have received from members of Con- 
gress, Governors, as well as businessmen in all 
strata, reflect an awareness of the hazardous prob- 
lem, and a determination to overcome it without de- 





foreign trade, both im- 
port and export. They 
accomplished this by 
two provisions in the 
Constitution: The 
Commerce Clause and 
the _Import-Export 
Clause.” 

Senator Sparkman 
Jans additional hear- 
ngs. But if the goal of 
egislation during the 
‘urrent Congress is to 
ve achieved the time- 
table must be speeded. 
Through sessions in 
Washington, D. C., and 
‘Isewhere the blueprint 
1f danger has been limn- 
ed, most of the testimony 
oming from _ business- 
men. They foresaw a 
spate of state statutes 
setting up a whole new 
army of tax collectors 
blocking the path of or- 
derly business — even 
though nothing more 
than use of common car- 








riers to deliver ordered 
merchandise within 
their states was involved. 





About Time the Worm Turned! 


© 1958, New York Herald Tribune Ina 


lay. 


Senator A. Willis Rob- 
erston, of Virginia, Chair- 
man of the Committee on 
Banking and Currency, 
writes: 
“Plans are now being 
studied as to how that 
situation can be cor- 
rected. Personally, I 
favor a return to the 
type of trade between 
the States which we 
thought existed under 
the interstate clause of 
the United States 
Constitution.” 


Governor Foster Furcolo of 
Massachusetts says: 


“The concern you ex- 
press is understand- 
able. The opinion es- 
pecially limits the up- 
holding of income 
taxes on interstate 
commerce to those 
taxes which are 
both nondiscriminato- 
ry and properly appor- 
tioned . . . The matter 
dealt with is indeed an 








Now, even those Governors and State Tax Com- 
missioners who generally hailed the decision with 
delight at the start, are taking a second look. They 
have been hearing from worried business entities 
within their states who can see a constriction and 
localization of their nationwide business if a toll 
gate operates at the border of each state. The re- 
sult of such a situation might very well be less, not 
more, revenue for the state collectors. 


_ The always laudable element of self-preservation 
in the arena of business is asserting itself. And it 
is being heard in Washington. 


The alacrity with which the committee has moved 
indicates the recognition of the need for immediate 
corrective legislation. For—the Court Decision went 
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interesting one and deserves the consideration 
of ali thinking men.” 


Governor Robert B. Meyner, of New Jersey, says: 


“It is my understanding that the Senate commit- 
tee on interstate comerce is planning hearings on 
this subject at the present time and I am sure 
that the full effects of this decision will be thor- 
oughly explored during the course of their in- 
vestigation.” 


It is impossible to conceive any segment of our 
economy, or any individual, who is without pro- 
found personal interest in early and favorable ac- 
tion on this remedial legislation. There is even the 
possibility that it may be acted on before Congress 
adjourns. END 
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lative optimism is not warranted. 


A growing conviction that a broad technical 
readjustment had about run its course and that eco- 
nomic conditions as well as internal market behavior 
justified a more constructive attitude for the moment 
gave impetus to a promising recovery movement last 
week. Some fairly substantial gains in industrial 
issues, along with evidence of improvement in in- 
vestment demand, roused hopes of a summer rally 
such as has lifted stock prices in July or August, 
well above June lows in almost every year for a 


MEASURING MARKET SUPPORT 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
DEMAND FOR STOCKS 


As Indicated by Transactions 
at Rising Prices 
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SUPPLY OF STOCKS 
As Indicated by Transactions 
at Declining Prices 


MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 
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Stocks and the Money Market 


Now pointing upward, the industrial and rail averages may well rise further this sum- 
mer. Money market factors, which, under different economic conditions in the past have had 
a tendency to put a brake on a business rise, are hardly likely to be operative. In fact, Bri- 
tain’s prosperity today is largely the result of the government’s determination in 1958 to re- 
legate to limbo the Keynesian theory of “happy” spending and low money rates — when it 
insisted on raising the discount rate to 7%, which checked inflation and restored world 
markets to Britain. Sound equities with good prospects should be held. Unrestrained specu- 


By Robert De Mille Wyckoff 


generation. Support for the more optimistic view- 
point was afforded by business statistics. 


At this stage, most institutional and individual 


investors evidently are still more inclined to hold or 
buy sound stocks than to liquidate in any significant 
degree. Confidence was bolstered by the amount of 
support demonstrated on the moderate May 29-June 
9 reaction in industrial and rails; and by the favor- 
able outcome of the secondary June 9 downside test. 


“THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND 


512 1926 2 $ 16 2390 6 13 0277 6 13 2027 3:10 1724 1 «8 15 2229 $12 19 2% 3 1017 
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The Steel Strike 


No really significant news develop- 
ment could be cited as an explanation 
for a stronger appetite for stocks and 
for a contraction in offerings. The most 
important event affecting current indus- 
trial affairs came after Friday’s market 
close — an agreement by steel manage- 
ment and union negotiators to continue 
efforts to settle their wage dispute with- 
out recourse to a strike for two weeks, 
at least, beyond the original June 30 
deadline. If this temporary compromise 
prolongs the uncertainty over an event- 
ual solution, it suggests progress toward 
a non-inflationary settlement, in that 
the decision reveals a concession by 
labor in the face of management’s deter- 
mined resistance to any grant of retro- 
activity in contract terms. The move 
represents a variation in the procedure 
in 1956 and in 1952, when long strikes 
developed. 

It is interesting to note that we seem 
to be following a pattern that worked 
nut so successfully for the British, when, 
in 1958, the government refused to 
countenance wage-price increases in a 
number of industries while they raised 
the rediscount rate to 7%. 

Optimists in last week’s dealings may 
have been counting on a breakdown in 
steel talks and spread of a virtual in- 
dustrywide work stoppage that would 
five impetus to inflationarv forces as 
inventories of raw material were con- 
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sumed. On the other 
hand, if the steel mills TREND INDICATORS 
continue to operate, they 
probably felt that other 
factors, such as excellent 
mid-year earnings re- 
ports, booming retail m 
trade and favorable rail- cS 
road traffic figures, would ce 
provide a sustaining in- 
fluence. vans 
605 
Stocks or Bonds? - 
585 
A pertinent point to ies 
note is that investors are a 
y no means restricted to BRSESE a 
1 choice between common | DOW JONES RAILROADS 
stock : and —— a | | | Seale Lert | = «oo 
yonds today. ose who “s | } Mtl lh th " ale = 
think that certain stock a Py ica wi [1 . pe te High Ht x 
holdings are high enough mo is he +. "hy { - & 
x who do not otherwise asf—+—_+_++++ ++ 4 yor 
vish to add to stock com- 1s0 ea ~ ts dos ae a 
nitments now, have an | tt a — %3 no 
sasy out. They can tem- a ew ees oes T hu i pe 
porarily go into virtually it + ScaleRight f t—1— +—+—"h + } | f+ ~ 
risk-free short-term t he o Cobh ~ 
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more than average cur- TTT HL Mt te Ha | jin mi itt 
rent yields of industrial OTT I 7 1108 au bel 6 Pa D1 th he me py 
stocks. This partial shift o ueamn area may HH ~ 
is going on now. 





Corporate Profits 


To what extent a resurgence in corporate earning 
power has been discounted remains to be seen. It is 
evident that the prolonged rise from the lows of 
October, 1957, has gone a long way toward taking 
into account, cheerful 1959 profits. Other factors 
have given impetus to the advance, of course, and 
these may not have been so thoroughly discounted. 
Cost-push inflation remains a powerful influence in 
persuading investors to place funds in equities. It is 
quite possible that a non-inflationary wage agree- 
ment in steel — if it could be effected — might be 
considered a pattern to be followed elsewhere and 
signify a turning point in economic inflation. 


The Market Response 


What would be the market response to such a 
development? Stocks reasonably might be expected 
to advance in anticipation of benefits from greater 
industrial productivity; on the other hand, diminu- 
tion of inflation fears readily might spark a revers- 
al and the flow of investment funds to bonds from 
equities affording a relatively low return on capital. 
Pending outcome of negotiations in the next fort- 
night — if talks persist that long — this question 
doubtlessly will be pondered by portfolio managers 
more assiduously than the forthcoming earnings 
figures or automobile sales forecasts. 

Approval of a higher national debt ceiling, pav- 
ing the way for a new $5 billion government bond 
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offering, promises to direct attention to attractive 
bond yields and to the effect on Treasury financing 


policies of inflationary economic conditions. Resis- 
tance to cost-push inflation is strengthening. 
Market Support Measurements 
> . ale ° , . 
teflecting better market action, the favorable 


spread between Demand and Supply widened last 
week, a reassuring development for the near term, 
at least. Buying Power registered a gain of 3 points 
to 333, while Selling Pressure fell back 4 points 
to 312. 

Market Advice 


Internal market conditions have strengthened 
sufficiently to warrant a rebound from an oversold 
position whether or not a traditional summer rally 
gains momentum. Uncertainty remains apparent, 
however, while posibility of a disastrous steel strike 
exists, suggesting discriminating conservatism. A 
carefully selective policy will continue to pay off. 
But the environment appears propitious for special 
situations, which will be pointed out in The Maga- 
zine of Wall Street mid-year forecasts and special 
features as they emerge, as is our custom. 


Technical Market Interpretation 


Scoring a wide gain for the week, the second 
period in a row of (Please turn to page 474) 
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THE BILLIONS 
IN SUBSIDIES THAT 





UNBALANCE OUR BUDGET 


Producing lack of confidence that makes sale of 
government bonds difficult 


by McLELLAN SMITH 


& The farm “giveaways” that cost each U.S. family $131.89 per year 


®& Subsidies for housing — urban renewal — civilian airports — aid to 
depressed areas — that should be taken care of at local and state levels 


® Unrealistic claims re temporary nature of grants and loans 


> Where cuts in “giveaways” would make more money available for 
educational projects — water pollution and flood control — reclamation 
of waste and desert areas — all of benefit to the entire country and its future 


> The wages of fiscal irresponsibility. 


REVIEW of grants, “aids”, participations and 

other devices for funneling money from Wash- 
ington back to states, cities, and pressure groups, 
establishes that expenditures once regarded as 
emergency appropriations have become fixed 
charges for Federal government operations. 

Thus, against a backdrop of broadening business 
and industrial activity, increased employment and 
payrolls, Washington is, (in many instances under 
political inspiration), applying monetary booster 
shots where high blood pressure already exists—as 
well as monetary respiration to states and com- 
munities whose ailments, if any, are curable at the 
local level. In fact, the budget before Congress is 
reminiscent of the New Deal formative years when 
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voices crying out for a check-rein on spending were 
dismissed with the reminder: “After all, it’s only 
money!” 

Farm “relief” is one of the major recipients of 
Congressional largesse. The fault is not exclusively 
with either party. But because many members of 
Congress themselves are heavy beneficiaries of the 
free-handed disbursement of taxpayer-money, there 
is little hope for curbing this giveaway. 

The “farm-program” — republican, or demo- 
cratic—is basically a giveaway to a ludicrous de- 
gree A drastic case in point illustrates what is 
happening over and over again at farm in- 
come levels: One family in the wheat country was 
paid approximately $700,000 for not raising wheat, 
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Mid-June Box Score Of Fiscal 1960 Appropriations Bills Before Congress 








Appropriated 
for 1959 


$ 27,429,000 
4,423,472,950 
495,111,636 





Appropriation Bill 
D. C. - Federal Contribution 











Treasury-Post Office 








Interior Department 









Labor-Health, Educ. & Welfare 3,862,029,381 
6,845,542,940 
4,813,330,350 
13,165,370 


669,326,107 





Independent Offices 






Agriculture Department 








Miscellaneous Agencies 








State-Justice-Judiciary 





712,866,438 






Commerce Department ..............:.000000000+ 
106,027,715 
39,888,207,100 


1,144,711,591 


Legislative ! 





Defense Department 





Public Works 





$63,001 ,220,578 






























1 Does not include appropriation for the Senate. 














Requested 
for 1960 


$ 34,218,000 
4,688,327 ,000 


Approved by 
the Senate 


$ 29,351,000 
4,664,027 ,600 
478,785,025 


Approved by 
the House 


$ 27,218,000 
4,628,097,000 
472,198,800 









491,101,400 
3,756,848,581 3,915,084,181 


6,457 ,657,800 





6,584,188,000 
4,081 ,364,863 
13,608,500 


3,939,165,498 


3,975,874,848 





13,338,500 


682,387,600 651,896,700 





732,191,000 675,297,300 


105,460,005 100,279,350 





39,248,200,000 38,848,339,000 
1,185,406,259 1,185,406,259° 
$60,913,978,388 


$61,603,301 ,208 


= As reported to the House. 

























$400,000 for raising wheat—and $1.4 million for 
storing the surplus wheat raised by others, in one 





year! 
i ' While Congress looks on indulgently—any farm- 
: er may casually toss a coin to decide whether it 
would be more profitable for him not to produce 
' than to produce a “supported” commodity. If he 


takes his fields out of cultivation by placing the land 
in a “soil bank” in order to relieve a market glut, 

he may decide as an alternative to plant that acre- 
age with something else. Then, if other farmers do 
the same thing, the new crop is bound to come into 
surplus tonnage, and this too will come under “sup- 
port.” The result is a mammoth chess game on a 
magnificent scale that totally blinds itself to the 
basic notion of “relief” for farmers. It isn’t even a 
gamble, in which one bets on weather, supply or 
demand. It’s a “game” in which the taxpayer is the 
pre-determined loser. 


Giveaways are Legion 


Scattered through the fiscal 1960 budget are 
“giveaways” that total $7.1 billion, running from 
free hot lunches to slum clearance. The money is 
poured out under cover of Treasury largesse. To 
the extent that it comes “free” to some, it increases 

the burden to others. Analysis reveals the money to 
be far from free to the beneficiaries. In the par- 
lance of the street, “they pay through the nose.” 
For every dollar going out in these altruistic “give- 
away” programs, Uncle Sam snatches $1.20 from 
taxpayer pockets, the additional 20 cents represent- 
ing the cost of collecting the dollar, hauling it to 
: Washington for a spin on the bureaucratic merry- 
go-round before it is spun back to source—the tax- 
payer. 

Federal “giveaways” are a snare and a delusion. 
They bear no relation to actual needs, and comprise 
: a system that is more Marxian than American. They 
. add up to,the Socialist concept that wealth is best 
distributed \through taxation. 
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Postwar Subsidies Balloon from $490 million in 1945 
to $7.1 billion for 1960 


The salient facts are that so-called Federal aid has 
burgeoned over a little more than a decade. In 1945 
the aid bill came to $490 million; leaped to $3.1 bil- 
lion in 1956; moved upward to $4.3 billion in 1957; 
to $5.3 billion in 1958 and $6.25 billion in the cur- 
rently ending fiscal year. The 1960 total of $7.1 bil- 
lion represents an increase of $850 million! And 
most of this Federal money went, and will go, for 
projects and programs that can be more economical- 
ly handled at local levels. 


Marxian Concept of Spending 


Accenting the Marxian concept of Federal aid is 

the fact that... 

— 14 of the 50 states will pay 60.1 per cent of 
the fiscal 1960 “giveaway” tab, while 36 states 
will get the major benefits. 

— Taking the extremes, Delaware will have a 
Federal tax cost of $2.45 for each dollar of 
Federal aid—a loss of $1.45. ~ 

— While Mississippi and Alaska will pay only 29 
cents for each dollar of aid received. 

The imbalances plainly reveal the whole concept 

of Federal aid for what it is—a Welfare State plan. 


Congress and the President 


Perhaps most of the blame for this situation can 
be laid on the door step of the Congress. Not to be 
overlooked, however, is the fact that the pendin 
$7.1 billion “giveaway” program was incorporated 
in the Administration’s 1960 budget. Some iter 
will be trimmed by the Appropriations Committees 
of Congress, others will be enlarged. The end re- 
sult—take a few million dollars, more or less—will 
be the same. 

It seems to negate a previous pre-budget state- 
ment of President Eisenhower that we must apply 
the “stern test of priority” to civilian expenditures 
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in order that more funds be channeled into the 
pressing needs of defense in an age of hydrogen 
bombs and intercontinental ballistics missiles. The 
President’s admonition to apply a stern test of pri- 
ority is now more than a year old. Congress chose 
to ignore it then; the President did not repeat it as 
he upped the 1960 “giveaway” requests by $850 mil- 
lion, but cut the overall defense demand by $127 
million. He offered no explanation. No speculation 
is made as to his reasons for a retreat from the 
stern priority stand of last year. 

In January the President sent the Congress a 
balance 1956 budget totaling $77.1 billion, includ- 
ing the “giveaways” and the pressing needs of de- 
fense. As this is written there is some hope that 
the President’s budget line might just barely be 
held. 


The Three Big “Ifs” 


The Administration’s goal of a balanced budget 
hangs on three big “ifs.” These are (1) if the House 
and Senate make substantial cuts in the appropria- 
tion bills they have yet to act on (2) if several ma- 
jor new spending measures now heading toward 
enactment are blocked in Congress or by a Presi- 
dential veto and (3) if Congress boosts postal rates 
by $350 million. 

Up to the moment, the House has whittled White 
House budget requests from $61.6 billion to $60.9 
billion, a net slash of $700 million. Of the 12 major 
apropriations bills passed by the House, the Senate 
has acted on four, boosting them for a total of 
around $100 million. Traditionally, the Senate hikes 
money bills; traditionally, the House conferees “go 
along” with most of the increases. The $700 million 
slash could entirely disappear through future Sen- 
ate action. The postal rate increase is not in sight, 
nor will it materialize before adjournment of Con- 
gress. It now adds up to a narrowly balanced bud- 
get or a deficit of around $400 million. 

In the background, however, are six subsidy 
(giveaway) bills which could hike the 1966 deficit 
by nearly $2 billion. Their principal danger is in 
the future. If enacted into law by this Congress— 
and not vetoed by the President—they will cost 
around $16.4 billion in the next four years and will 
require (1) more taxes, (2) more inflation through 
more deficit financing, or (3) the sacrifice of pos- 
sible future tax reduction. 

These six spending measures are Federal housing, 
civilian airports, area redevelopment, aid to educa- 
tion, community facilities, and water pollution con- 
trol. Their impact would be light on 1960 expendi- 
tures because of the time lag between the making 
of spending commitments and the actual expendi- 
ture of funds. Perhaps the total spending impact of 
the six bills in fiscal 1960 would be less than $2 bil- 
lion, but enough to wreck the $77.1 billion budget. 
Their costs in subsequent years would be far great- 
er, and amount to $6 billion annually by the fourth 
year. 

A brief summary of the six measures and the 
President’s budget recommendations follows: 

Housing and Urban Renewal: The President asked 
new spending authority in the amount of $1.76 bil- 
lion for housing programs—$1.56 billion for urban 
renewal grants during the years 1959-1965; the re- 
maining $200 million for college housing. The Senate 
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raised the total to $2.552 billion. The House lowered 
this to $2.1 billion, but to include several items not 
in the President’s original request. Later, conferees 
of the two Houses revised the measure downward 
to $1.375 billion—$910 million for urban renewal 
and planning, $300 million for college housing loans, 
adding $50 million for direct elderly housing loans, 
$62.5 million for college class room loans, $15 mil- 
lion for defense hospitals, $37.5 million for FNMA 
special assistance for cooperative housing, $100,000 
for farm housing research. The final version, esti- 
mated to cost only $28.5 million in the approaching 
fiscal year, is now nearly $400 million under the 
President’s original request. Congressional leaders 
predict this drop will make the bill “veto proof.” 

Civilian Airports: In this program, which expires 
June 30, the President recommended a $200 million 
four-year extension and that the program expire at 
the end of the fourth year. The Senate raised the 
four-year program to $465 million, but the Hore 
amended the bill downward to $297 million. House- 
Senate conferees on the differing measures then 
agreed on a two-year program .of $63 million for 
each year. This action is expected to make the bill 
“veto proof” since only $126 million for two years 
is involved rather than $200 million as reeommended 
by the President for four years. 

Aid to Depressed Areas: The budget asks for a pro- 
gram of $3 million of technical assistance grants 
each year and a $50 million revolving loan fund to 
aid economically depressed communities in financ- 
ing acquisition or rehabilitation of existing indus- 
trial facilities for new businesses. The Senate, how- 
ever, approved a bill which authorizes $390 mil- 
lion—$100 million in loans for financing industrial 
enterprises in urban areas, $100 million of loans for 
the same purpose in rural areas, $100 million of 
loans and $75 million of grants for public facilities 
in depressed areas, $10 million of grants for subsis- 
tence payments to unemployed workers who are 
being trained for new jobs, and $4.5 million grants 
each year for technical assistance. The House Bank- 
ing and Currency Committee has whittled the Sen- 
ate approved measure to a $251 million total, almost 
five times the President’s request! 

Federal Aid to Education: The new budget made no 
recommendation, but in February the President 
recommended a school construction assistance pro- 
gram to cost about $2.5 billion over the next 25 
years. Both Houses have ignored the Administra- 
tion’s recommendation and have come up with the 
Murray-Metcalf bills which would provide Federal 
grants to the States for school construction and the 
payment of teachers’ salaries. The first-year Fed- 
eral cost would be $1.1 billion, reaching a $4.7 bil- 
lion annual cost by the fourth year. House and Sen- 
ate Education subcommittees have completed 
hearings on the proposed measures but the full 
committees concerned have not reported out a bill. 

Community Facilities Aid: In 1955 loans to local gov- 
ernmental units in the total amount of $100 million 
were authorized. No extension or expansion of au- 
thority under the program was proposed in the 1960 
budget. At the moment, the House Banking and 
Currency Committee is considering a bill which 
would provide an additional $900 million of loan 
authority for this purpose. To date, no meas- 
ure of this type has been introduced in the 
Senate. (Please turn to page 467) 
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The REVIVAL of 
CAPITAL SPENDING 


Industry-by-Industry 


By WARD GATES 


> Where trend toward modernization rather 
than increased capacity is foremost. 

® The varying prospects for the individual 
manufacturers of machinery — those in 
the best position — those selling too high — 
speculative opportunities — risks. 


HE evidence that the current economic resur- 

gence is more than a temporary phenomenon 
becomes more impressive with each passing month. 
Recent statistics on capital spending — the all- 
important link in the economic picture are be- 
ginning to look up. 





Until now is has been possible to brush off the 
recovery as just “an inventory correction,” or a 
hedge against the distinct possibility of a steel 
strike. But at the moment the situation appears to 
be changing. For the evidence is mounting that 
most industries have taken heart from the rapid 
recovery of business from its recent slump, and are 
again beginning to budget capital expenditures both 
for plant additions and for renovation and modern- 
ization of existing facilities. 
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Of course, the full impact of renewed capital 
spending will take many months to ricochet through 
the economy, but enough funds have already been 
allocated to indicate a possible healthy third quarter 
for many classes of capital goods producers. Re- 
cently released stavistics, for example, reveal that 
for the July-September quarter all manufacturing 
industries will lift their capital spending to a $12.8 
billion annual rate, as compared with the $11.2 
billion rate of spending in the first quarter. Signi- 
ficantly, spending for machinery and machine tools 
(a key indicator of forward business activity) will 
jump to over a one billion dollar rate in the third 
quarter, compared with $880 million in the second 
quarter and only $790 million in the first three 
months of the year. 

To appreciate the full significance of the current 
trend in capital spending it is necessary to point 
out that although recent government and private 
surveys indicate a 7 percent overall increase for the 
year 1959, just three months ago businessmen were 
willing to go out on a limb for only a 4 percent 
increase, whereas at the beginning of the year they 
foresaw no advance at all. Thus the lag in capital 
spending predictions that we have pointed to in this 
magazine on several occassions is again in evidence 
this time. 





The Reasons 


Undoubtedly the overriding reason for the “‘about 
face” in capital spending has been based less on the 
vigor of the economic rebound and more on the need 
for cost-cutting through the use of more modern 
and efficient machinery — plus the outlook for 
likely higher prices ahead for manufacturing equip- 
ment and fabricated products. This is one reason 
why inventories are currently being accumulated at 
about a $9 billion annual rate, whereas a year ago 
they were being liquidated at the rate of $10 billion 
a year. Still, the inventory swing accounts for less 
that half of the rapid rise in industrial production, 
even counting some extraordinary restocking by 
steel users in anticipation of a strike. 

But there are other important reasons as well. 
In the initial phases of the recovery, corporate pro- 
fits leaped ahead with exceptional rapidity as cor- 
porations received the full advantages of production 
from their newest and most up-to-date plants. The 
lesson was not hard to learn, and it is indicative 
that capital spending plans have been upgraded 
first in those industries that recovered earliest and 
showed the sharpest rises in profitability. Thus, in 
the last few months, the steel industry, which only 
a few months ago forecast a decline in capital out- 
lays, now sees a $100 million gain over 1958. Re- 
public Steel has already announced a $375 million 
program, National Steel has budgeted $300 million 
and several other major companies have announced 
multi-million dollar plans. 

Aside from steel, however, virtually every major 
industry now expects to better last year’s capital 
spending performance, and several of the laggards 
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may change their minds before long. 

The chemical industry, for example, has lowered 
its sights for 1959 to $1.26 billion from $1.32 billion 
in 1958. However, several companies are already 
reporting lower profit margins on their rapidly ex- 
panding sales and may find it necessary to upgrade 
their older plants before the year is out. 

Similarly, the predicted deline in non-ferrous 
metal outlays does not take into consideration the 
sudden resurgence of aluminum profits, a factor 
which could lead to further expansion in this 
hitherto laggard group. 


Effect on the Stock Market 


Before discussing the capital goods companies 
that will reap the largest benefits from an upturn 
in capital spending, a note on its affect on the 
stock market is in order. The new trend in capital 
spending is a welcome addition to business statis- 
tics, since it tends to prolong the current boom. 
However, a new upswing in business activity does 
not necessarily assure a continuing rising market 
from it current dizzy heights. 

For one thing, the strong performance of stocks 
for over a year has adequately discounted most 
reasonable earnings and dividend expectations. 
Moreover, the recent weakness in the bond market 
and the consequent rise in interest rates has robbed 
capital goods stocks of one of their principal as- 
sets — high dividend yields. Just a few months ago, 
a 5% return on common stocks was considered 
attractive. Today, with many government bonds 
yielding well over 4% and high quality corporate 
bonds 5% and more, there is little reason to assume 
the risks of cyclical stocks just for the income re- 
turn. 

This leaves growth as the only reason for pur- 
chase, and in many cases it is difficult to see where 
the growth will come from, when current prices 
already represent multiples of fifteen and sixteen 
times earnings. Commitments, therefore, should be 
confined to those capital goods equities that appear 
ready to demonstrate very large and consistent in- 
creases in earning power. 


Industry By Industry Pattern 
Of Capital Spending 


After a year or two of retrogressive action, the 
transportation segment of the economy is far out 
ahead in leading the upturn in capital outlays. The 
biggest factor, with a budgeted 32% increase in 
expenditures during 1959, is the airline industry, 
reflecting the huge jet airliner commitments. How- 
ever, this spending was earmarked some time ago 
and comes as no surprise to anyone. To some ex- 
tent, the picture is brightened for the aircraft 
manufacturers by the excellent progress the air 
carriers have made in financing their purchases, but 
in general this spending is adequately reflected in 
the current earning outlook for the companies. 

For the rail equipment manufacturers, however, 
the situation is different. Contrary to expectations 
only three or four months ago, the railroads have 
embarked on a spirited capital spending spree which 
will raise outlays at least 15 percent this year. Only 
a year ago, the carriers were pulling in their horns 
as carloading plummeted to post-Korean War lows. 
In addition, fiscal worries led to sharp curtailments 
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| Companies to Benefit From Increased Capital Spending 
Backlogs Earned Per Ist Quarter - aaa 
| Recent Year- Share Ne? Sales Net Profit Earnings Per Indic. 
| ago 1957 1958 1958 1959 Margin Share 1959 Recent Div. 
- (Millions) — ———{Millions)}——_ 1958 1959 1958 1959 Divid. Price Yield 
BR IID cas sisicncssatenenineniiibineien $52.0 $52.0 $1.51 $2.32 $38.5 $30.3 $3.7% $3.2% $.78 $.56 $1.00 19 5.2% 
American Brake Shoe ............. 442 33.9 5.67 2.97 37.3 40.3 2.7 46 -65 1.15 240 53 45 
| Amer. Machine & Foundry ...... 127.8 56.5 3.51 3.19 51.3 57.6 5.3 8.4 82 1.40 2.00 84 2.3 
| American Steel Foundries ....... 34.0 23.0! 620 350 54512 48611 56 44 23712 16711 240 69 35 
|| Babcock & Wilcox 269.5 «23741 2692.1 25 78 2:1 5.7 330Céi«S72 1.0013 38 26 
II si siaieniecncisiatinibiiniaantion 98.0! 143.0 3.99 3.84 38.2 45.4 4.2 4.8 92 1.20 140 48 29 
BE Oe I Is ccreccccncnsenesvonese 28.0 23.0 2.50 @ 08 13.3 11.0 4 a5 .06 4.06 20 — 
' Cincinnati Milling Machine ..... 34.1 30.11 4.46 1.62 27.2 22.6 4.1 1.0 62 10 160 45 35 
Combustion Engineering ......... 356.0 356.0! 2.42 2.65 74.2 81.0 2.2 2.3 51 58 1.12 35 32 
Cooper-Bessemer .... 33.5 21.9 4.10 2.54 13.0 14.1 4.6 6.46 46 73 160 40 490 
Cetbersbenmnee .....00ec-cccccsceseeeess No recent report 4.51 3.15 19.9 25.5 5.6 5.3 74 88 2.00 80 2.5 
Food Machinery & Chemical ... 51.6 95.4 2.30 2.39 70.0 868 4.6 5.0 46 .63 120 49 24 
Fruehauf Trailer ...................... 2 — 21 4.88 45.5 58.1 d4 4.0 4.04 35 25 
Gardner-Denver Co. .............0 3 441 2.75 14.0 16.5 9.5 79 73 79 2.00 51 3.9 
, General Amer. Transp. ............ 50.0 32.2! 2.30 3.03 55.1 45.6 6.2 8.4 73 74 190 S57 3.3 
General Railway Signal ......... No recent report 3.13 1.60 N.A. N.A. . 35 33 125 34 3.4 
| Ingersoll-Rand ...............00.0000+ No recent report 6.01 4.36 N.A. N.A. 1.25 95 400 99 4.0 
5 634 233 49911 45211 26 5.1 1.7811 13011 200 S54 37 
6 — 5.41 3.52 35.8 36.9 3.7 4.0 71 .80 240 67 35 
Me Graw-Edison ...........:c0000000 No recent report 2.83 1.84 53.5 60.9 3.7 4.3 39 7 1.40 43 3.2 
re 49.4 76.0 6.45 6.81 N.A. N.A. N.A. N.A. N.A. N.A. 350 72 48 
National Acme .................00000 7 — 5.81 1.90 N.A. N.A. - 52 48 2.00 S58 34 
New York Air Brake ................ 14.0 11.5! 3.19 1.42 20" 10.1 2.7 49 34 69 100 28 3.5 
ee 226.2% 191.65 3.58 4.20 N.A. N.A. - 81 97 240 73 32 
a ee . No recent report 6.67 3.52 105.6 90.7 2.7 27 1.31 1.11 3.00 63 47 
Square “D” Company ............. No recent report 1.74 1.12 22.2 22.7 6.4 6.2 .27 27 100 29 3.4 
Sundstrand Corp. ..........s-vese+0 60.0 60.0 2.34 2.10 19.9 20.5 3.9 46 51 61 100 34 2.9 
Timken Roller Bearing ............. 8 3.89 2.10 N.A. N.A. 61 126 2.00 55 36 
Westinghouse Air Brake ......... 77.7 76.7 2.89 2.10 53.0 419 43 47 55 47 120 33 36 
Worthington Corp. ...........00-+ 10 - 6.35 4.76 44.4 41.5 4.7 42 1.27 1.01 2.00 76 2.46 
d—Deficit. 3—Orders dre running 20% above 2nd %—Uncompleted contracts. 
N.A.—Not available. quarter of 1958. 9—_Operating at maximum. 
1_Dec. 31, 1958. 4_Received recently $29.6 army contracts. 10__1st quarter 1959 booking highest in a 
2Incoming orders improving, including re- °—New order backlogs now exceed ship- year. 
cent $12 million contract.) P ments. 4 months ended March 31. 
. . . ‘ -At same level as a year ago. 126 months ended April 30. 
7—New orders up slightly. 13__Plus stock. 
———__——_—_____ IEEE ee 








in maintenance expenditures by many of the roads, 
leaving a huge backlog of housekeeping work to be 


done. ; 
With the economy surging again, however, freight 


traffic has soared so far this year, that the strong” 


demand for shipping space has revealed a serious 
shortage of rolling stock. The results has been a 
truly amazing rise in new freight car orders, swel- 
ling the backlogs of the producing companies. One 
simple statistic tells the story. Through the first 
quarter, more cars were ordered than during the 
entire year 1958. 

The new trend, incidentally has been aided no end 
by newly devised leasing plans in which the carriers 
rent cars on a per diem basis from the manufac- 
turers instead of purchasing them outright. With- 
out the heavy capital outlays entailed, the roads can 
now pursue a more aggressive rolling stock policy. 

ACF Industries and Pullman, both major freight car 
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producers, have been particularly active in this field 
and stand to reap substantial long range benefits. 
Pullman is of special interest, moreover, because it 
stands to reap rewards from several other industries 
also as capital spending rises. 

The company’s freight car production, both for 
leasing and direct sale dropped to a recessionary 
low in the first quarter, and earnings slipped to $1.11 
per share from $1.31 a year ago. Since then, how- 
ever, orders have been building up rapidly. In ad- 
dition, the company’s Trailermobile Division is sec- 
ond only to Fruehauf Trailer as a producer of truck 
trailers, a form of commercial transportation that 
is growing with startling rapidity as the movement 
of industry and population to the suburbs has car- 
ried them further and further away from rail hubs. 

As an added factor, the company’s M. W. Kellogg 
Division is one of the most important engineering 
firms specializing in petroleum and chemical plant 
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design and construction. Pullman, therefore, seems 
well situated to participate fully in a resurgence of 
capital spending. Moreover, with approximately $56 
working capital per share of stock, financing the 
upsurge in business will be no problem. Under the 
circumstances a strong upturn in earnings in the 
second half of the year may well lead the company 
to continue its policy of adding $1.00 extra at year 
end to the regular $3.00 annual payment. 

In the same group, American Steel Foundries has 
recently been a star market performer as its backlog 
rose sharply to $34 million from $23 million a year 
ago. However, the market response to incoming 
business and the company’s acquisition of South 
Bend Lathe Works has driven the price too high 
for most accounts. 

General American Transportation, probably the 
highest quality stock in the group, is also high by 
most criteria. Its outstanding record, however, and 
the rising tide of incoming business (backlog is up 
to $50 million from $35 million at this time last 
year) makes it suitable 
for long range accounts. 

As an added measure of 
safety, it should be point- « 


CAPITAL APPROPRIATIONS 
LEAD SPENDING 


ly early July) before rushing into commitments. 

National Acme, which usually boasts the highest 
profit margins in the industry, should also score 
quick earnings gains once the expected spending 
for machine tools is translated into actual sales. 
The company, along with the rest of the industry, 
suffered a sharp earnings decline last year to $1.90 
per share from $5.81 the year before, necessitating 
an equally sharp paring of the dividend rate. Again 
the trend is too new to make predictions for this 
year, but by early 1960 at the latest, National should 
be on the way back. With only 500,000 shares out- 
standing, and no other capitalization, the stock 
moves easily. Investors are cautioned however, that 
it has already recovered substantially from its re- 
cessionary low. 

The major machinery makers present a somewhat 
similar picture, although a few, such as the agri- 
cultural machinery makers, already show large 
increases in their backlog positions. 

For the rest, backlogs are still well below peak 
figures, but are rising. 
Worthington Corp., a lead- 
ing producer of pumps 
and industrial machinery, 
reports that first quarter 





ed out that the company’s 00 
steady rental revenues A 
usually cover all dividend / \ 
requirements, easing the / 
impact of sharp swings in \ 
the business cycle. / \ 
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booking were the highest 
in history (already dis- 
counted in its market 
price); and Blaw-Knox 
reports a sharp jump in 
| orders from steel mills for 
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rolling mill equipment. 
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a profitable second quar- 
ter after deficit operations 
in the first three months 
and in two of last year’s 
= quarters. 














pansion and moderniza- 
tion plans, looking to the 
future. 

For the tool manufac- 
turers, new orders dipped slightly in May but were 
still far ahead of a far ago and 1959 should close 
on a much higher note, with consequent expansion 
in shipments. Backlogs for most companies, how- 
ever, still have a long way to go. Cincinnati Mil- 
ling one of the leading companies in the field has 
raised its order file over last year’s, but so far the 
increase is small. Ingersoll-Rand releases no figures, 
but the recently reported decline in earnings in- 
dicates that here too, incoming orders will start to 
build a badly depleted backlog. 

Both companies, however, should be among the 
first to demonstrate rising earning power from the 
new trend. Cincinnati Milling has a long standing re- 
putation for remaining ahead of the field both in 
new product development and financial stability. 
Nevertheless, last year was a trying year as re- 
search and development costs ate heavily into sharp- 
ly lower revenues. Since the high rate of R & D 
spending will continue this year, full earnings 
benefits from a business upswing may not appear 
until 1960. Consequently, potential investors would 
do well to await the next dividend meeting (probab- 
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- af os eS Joy Manufacturing suf- 
1955 1956 1957 1958 1959 — . he _— in 
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Chart shows percent changes from corresponding year ago quarter. — os one Rings ast 
year, and lower figures 


for the first two quarters 
of the current fiscal year. However, in the second 
quarters sales almost matched last year’s and earn- 
ings were only slightly behind a year ago. Since 
last year’s third period showed a 31¢ per share 
deficit, Joy appears likely to better its record this 
year. Moreover, the coal industry which is Joy’s 
largest customer, is evidencing extreme interest in 
some of the company’s newest machines, especially 
a huge monster that can scoop out coal from under 
a 70 to 100 foot over-burden. Peabody Coal, the 
nation’s second largest producer, is already using 
the machine in an area that was formerly suited 
only for shaft mining. 

With two consecutive dividend cuts behind it, but 
possibly a better outlook, Joy has some speculative 
appeal. 

Blaw-Knox with excellent earnings despite the 
poor performance of the industry generally, has 
more than fulfilled the promise held out for it sev- 
eral times in articles in this magazine, so requires 
no further comment now. 

Electrical Machinery 


As plant outlays ex- (Please turn to page 465) 
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TRAVAIL 
of SUBURBIA 


—A balance sheet of gains and losses 
to the suburbanite and industry 


By RICHARD A. McCRACKEN 


& The idyllic dream of living in the country—and what 
happened to it 

> The joy in the beautiful new schools before the tax 
bill comes in 

> Transplanted stores — industries — and apartment 
buildings 

® The problem and cost of servicing increasing popu- 
lations — who benefits 

& What solution? 








UBURBIA is probable the most potent social 
force in America today, and it is certainly one 
of its most important economic determinants. Yet 
its overall significance has been missed by a large 
portion of our citizens because it is so many differ- 
ent things to different people. 

To the modern middle class housewife it is the 
center of her universe. To her husband it is often 
little more than his bedroom, and a place for per- 
forming weekend chores. To the city dweller, it is 
the built up areas that spoil his view of the country- 
side. And to the politician it is usually a “no-man’s 
land”, neither rural nor urban, which he cannot 
pigeon-hole into readily recognizable voting blocs. 

Despite the diversity of views, however—and 
possible because of them, Suburbia has worked a 
surprisingly quick revolution on the American way 
of life. The absence of the husband from the com- 
munity has led his wife into an active role in com- 
munity and political affairs, fighting for govern- 
mental reform, adequate school facilities and a ris- 
ing tide of other municipal services deemed neces- 
sary for the welfare of her children. 

At the same time, her involvement in communal 
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affairs has cut down her “frivolous” time—the 
shopping trips to the city, the afternoon at the the- 
atre or concert, etc., and has forced the vendors of 
goods to come to her. Undoubtedly there are other, 
and important explanations for the mass movement 
of retailing organizations to the suburbs, but cer- 
tainly the involvement of the modern housewife in 
her community ranks high on the list. 

The result has been a sprawling of our retail es- 
tablishments across the countryside, but whether 
anything of lasting importance has been contributed 
to the economy, is another matter. For one thing, 
adding a store to a commercial enterprise merely 
to hold the business that formerly flowed into its 
doors in downtown mercantile areas, is a doubtful 
economic gain. Of course, the branching-out store 
hopes to gather additional business as well—but so 
do its competitors. The pattern that develops, there- 
fore, is readily observable to any casual traveler 
through the suburbs. 





POPULATION CHANGES CITIES, 
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First, the XYZ supermarket opens in the com- 
munity, hoping to tap the spending power of say, 
10,000 families. Soon, the ABC chain sets up next 


door and in a matter of months Goody Food Stores [| 
and later Itsy-Bitsy Stores, enters the same area. | 
In effect, all that has happened is that four stores © 


now share the business of the same 10,000 families, 
and each has expended capital equal to that doled 
out by the original store, yet the total available 
business remain the same as before. 

It is worth noting her, parenthetically, that the 
quadrupled capital outlays represent a cost of opera- 
tion that must be added to the price of goods sok 
in these stores, indicating that the unplanned and 
chaotic following of the consumer has played no 
small part in the increased cost of living in the 
country recent years. 


Transportation Breakdown 


The above example, in capsule form, illustrates 
some of the most vital plus and minus factors in- 
herent in the mass migration to the suburbs. On 
the plus side are the broader vistas offered to grow- 
ing children, the advantages of spending non-work- 
ing hours outside the confines of crowded and over- 
heated cities, and the enhanced mental activities o° 


the female population through greater involvement | 


in communal affairs (thereby tapping a reservoir 
of talent and brainpower seldom before used). 


Against these admitted social gains, however, 
can be amassed a welter of economic disruption: 
and social maladjustments that will require serious 
attention from thoughtful citizens and politicians 
alike, if the move to Suburbia is not to pull the 
foundations of our civilization down about us. 


The most immediately noticeable, and one of the 


most serious economic disruptions, has been the | 


virtual breakdown of efficiency in the nations trans- 
portation system. The railroads, especially those 
with franchised obligations to commuters, have 
taken the heaviest beating, but other forms of trans- 
portation have not been spared. 


Much heat has gone into each railway commission 
hearing concerning the validity of commuter travel! 
rate increases, and good arguments exist on both 
sides. But underlying the arguments—and frequent 
ly ignored—are several basic facts of life. 

The most important of these perhaps, is the fact 
that the very existence of rail transportation en- 
couraged the movement to the suburbs, in effect 
subsizing the growth of satellite communities. Yet 
to the railroad. the growth of suburban communi- 
ties represented little but increased expense. Capital 
had to he expended to carry the additional passen- 
ger load, emnloyment rolls had to be increased, wea 
and tear and rights of way multiplied, but fares re- 
mained under the control of state transportation 
commissioners who always seem reluctant to raise 
rates until the carrier can prove inevitable disaster. 


One further bitter pill swallowed by the railroads. 
was the constant increase in their local taxes as 
property values soared under the imnact of a popu- 
lation surge that was breaking their back. Commut- 
ing may have become a way of life to the average 


American, but it threatens to become a road to ruin 


for railroads serving large metropolitan areas. 
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The inevitable result has been 
Population Changes, Inside and Outside the Central Cities For the disposal of properties by old 
Selected Metropolitan Areas time residents as the tax cost of 
; “arrying their properties became 
Regenas Ghengh, Chae SOS Sp SNe too burdensome. School taxes are 
In the Central Outside the ; Sega ee | 
Cities Central Cities particularly irksome to people 
who years before educated their 
Number of Number of 13a. : ; ‘zed 
Standard Dessens Per Semene Per children in more modest size 
Metropolitan Area (Gain or Loss) Cent (Gain) Cent communities. Moreover, it is little 
ages s i se people to 
|S . - 909696 s«i2K,ST1S7B consolation for these peopl h 
‘ realize that no taxpayer pays the 
cc 90,608 10.5 163,465 72.9 fall cost of educating bis own 
ETT We 30,628 4.0 161,737 11.5 ow : — 
: children. In effect, the entire com- 
Cleveland, Ohio ........... ecb stile 36,472 4.2 161,769 41.6 aga a Ba ae tele aon Oe 
Hartford, Conn 11,130 67 51,338 397 munity picks up the tab, and the 
seein o ee 911,400 <a. onan as individual pays it back by con- 
“sea hao ’ ‘ : ; tinuing to pay school taxes for 
New York-northeastern New Jersey ............. 443,822 5.4 807,333 23.2 . nd 
: ; the education of other people’s 
I I ll ah ii oatstesidcescipemicaniinlnersnenintiiens 140,271 7.3 331,140 26.1 children 
ai ; . 135, . —— , ? 7" 
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9 ~~ nog on ne peste 7 cently, residents rebelled against 
pa 2 tin nena a. ’ : = this new trend; a proposal to 
Source: 1950 Census of Population, Vol. 1, Table 27. build a $1314 million new campus 
high school was defeated when 





Action and Reaction 


But if the current trend has been troublesome to 
the railroads, it has also proved far from Utopian 
to the suburbanite. The breakdown of transportation 
is an annoying inconvenience, especially when 
coupled with rising fares, but it is nothing com- 
pared with the rising tax burden that he is called 
upon to pay to support his own impact on the com- 
munity. 

A few new families can be readily absorbed in 
any community. When it becomes a flood, however, 
all services are strained to the breaking point. In 
good measure this strain results from either bad 
planning or no planning whatsoever, on the part 
of the community. 

Parts of Westchester County, near New York 
City provides an outstanding example. In one near- 
by city no zoning against apartment house dwellings 
existed only because no one ever dreamed they 
would be constructed. After several just “sprang 
up” in desirable areas, attempts were made to check 
their spread, but invariably the courts held that the 
areas in question had already changed in character, 
and to deny the same rights to new builders or 
pronerty owners would work an undue hardship. 

More apartment houses went up, overcrowding 
the schools, filling the streets with parked cars, tax- 
ing commuting facilities and requiring an expan- 
sion of all municipal services at a substantial tar 
cost to the older residents of the community. 

The results of this, and other types of mass im- 
pact of new populations on existing communities 
has been an enormous tax burden that has gone re- 
latively unnoticed in statistics heavily weighed with 
federal figures. Jn 1959, for example, it is estimated 
that taxpayers will shell out over $46 billion to local 
and state aovernmerts, in addition to the federal 
government’s personal and corporate tax-take of 
$78 billions. By comparison, local and state rev- 
enues (including federal aid) totaled only $13.7 bil- 
lion in 1946. 
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it was demonstrated that the ex- 
isting school could be expanded to meet the require- 
ments for years to come, for half that sum. (Hidden 
in the $1314 million proposal, but brought to light 
before it was too late, was another $5 million for 
rights of way, access roads, condemnation pay- 
ments, etc.) But this is just one isolated instance. 
In all too many cases, school programs incline to 
costly one or two story structures over a wide area 
that are expensive to build and maintain, which 
greatly enhance profit for contractors, but in the 
space of a few years become too small for the crow- 
ing community. In fact, most of the proposals for 
school projects are dominated by an indiscriminate 
spending philosophy which in no way considers 
the ability of the homeowner to pay—or the effect 
of increased taxes on his standard of living in the 
future. 


Reciprocal Effect on Cities 


Curiously, while the problem of suburban com- 
munities has multiplied, the plight of the cities 
has grown even worse. The mass exodus of a po- 
tential tax-paying population has increased the bur- 
dens tremendously on businesses and the remain- 
ing property owners. In addition, the cities have 
had to contend with a flood of non-taxpaying com- 
muters each day requiring transportation facilities. 
police and fire protection, water and a host of other 
services. 

The defense of the remaining pronertvy owners 
has been more intensive utilization of their proper- 
ties—crowding more and more living quarters into 
existing facilities—and in effect creating new slums. 

Business, on the other hand, faced with increas- 
ing taxes, higher wage demand from employees 
living in expensive suburban areas, and a gradual 
movement of their markets and employment pools 
out of the cities, have begun to follow the population 
movement. To many an over-burdened outlying com- 
munity, the entry of light industry to the tax rolls 
is welcome relief, but (Please turn to page 470) 
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POINTLESS SHIFT in methods for disposing of surplus 
agricultural commodities has been rejected as futile 
by both the Department of Agriculture, which 
would give up the function, and the Department of 
Health, Education, and Welfare, which would take 
it over under the plan which reached the Congres- 
sional level. More than two weeks were given over 
to hearings. Proposed in addition to transfer of dis- 
tribution to H-E-W, were creation of a food-stamp 
plan for parceling out the commodities to the needy, 
and a special program to increase the use of fluid 





WASHINGTON SEES: 


Senate rejection of Admiral Lewis Strauss as 
Secretary of Commerce has been attacked and 
defended, inferences have been drawn by some 
of grave national consequences and political re- 
percussions to follow, and promptly dismissed by 
others. But no one who wishes seriously to find 
the cause need be in doubt: he was rejected 
purely on the basis of a personality clash which 
has nothing to do with his ability to fill the Cab- 
inet post or his patriotic impulse to serve his 
country as he had done so well under four Presi- 
dents. 

It is unproductive to speculate at this late time, 
but one must wonder if the results would not 
have been different if the Admiral had not filled 
the office for several months under a recess ap- 
pointment. That gave his detractors a period of 
preparation and organization. Had the nomina- 
tion been indorsed by the hearing committee after 
a few days of hearing, it might have cleared the 
Senate with little or no debate. The fact, sup- 
ported by statements of the Senators involved, 
is that Strauss’ uncompromising attitude on the 
witness stand lost him the margin of victory. 

Admiral Strauss is a perfectionist, a doer, a 
man of decision and action who has filled many 
governmental offices without becoming a bureau- 
crat. He could have won indorsement by deserting 
his principles and qroveling. That, to the Admiral, 
would be defeat. So he chose the path of endur- 
ina victory. 
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By “VERITAS” 


milk among the economically less well off groups. 
The plans wouldn’t move the heavier surpluses— 
wheat, corn and cotton. They would reinstate the 
morale depressing, class-consciousness of old stamp- 
plan days. 


FARMERS lack the bargaining power reposed in other 
segments of the business world, says a House Agri- 
culture Committee document which takes a search- 
ing look and a firm stand—based on only part of the 
story. (That is not uncommon in Congressional 
practice.) Prices received by farmers have gone 
down while prices between the farm gate and the 
retail food counter have increased substantially. So 
says the report. But the price the grower receives 
“at the farm gate” doesn’t include the amount he 
receives at the Post Office window or from the 
County Agent—the subsidies and the rentals for 
un-used acreage, crop reduction and the like. Retail 
prices have increased 20 per cent at the food count- 
ers in 10 years. But there’s no “consumer subsidy 
program.” 

BY-PRODUCTS of coal haven’t been exhausted al- 
though they numbered 200,000 uses at last official 
count. Congress is about to enact the Coal Research 
Bill (S 1362) to finance further studies. The in- 
dustry spends hundreds of thousands of dollars an- 
nually in this area. But man-hour production is 
zooming, largely because of better methods and 
mechanization, while outlets are becoming fewer 
in number. Federal assistance is needed. The bill’s 
backers present a good argument when they list 
coal derivatives that came out of laboratories— 
vitamins, insecticides, aspirin, drugs, dyes, paints, 
fibers, weed killers, cleaning fluid, film, fibers, to 
name the more generally known. 


MINERS will have plenty of leisure time to devote 
to independent research, and also to organize next 
year’s contract demands: the 200,000 unionized 
bituminous miners went on annual vacation June 
27 and will not be back at work until July 13. Each 
who has worked a full year or more will have $200 
pocket money for his layoff. It won’t come out of 
Union funds: Operators will pay it under terms of 
the Coal Wage Agreement. 
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Provisions of a rule which has been noted only in its 
breach in recent years, say Congress is supposed to close 











its business June 350. But no one expected that to happen. It 








was not surprising that House Majority Leader John W. 

Mc Cormack fixed his sights on a Sept. 1 closing—which 
means the lawmakers will be in Washington through most of 
the summer, a season that is historically bad for sound 











legislating. Mc Cormack's forecast was arrived at after a 
round-robin among committee chairmen. He asked them what the 
prospects are for clearing essential legislation. When the 
answer was to the effect that most dpartments and agencies 
will be running on-the-cuff (no appropriations) for the 
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will be neither prolific nor especially 
useful. That's not pessimism, it's realism. 











he spirit that seems to pervade the Capitol 
.§ too heavily saturated with politics to 
have it otherwise. The President still is 
determined to fight to the last ditch fora 
balanced budget ; the democratic leadership 
is torn between two desires. The first is to 
carry out the campaign platform on which its 
great majorities were built last November 
—a devil-may-care spending program with 
Something for everybody and with the cost 
winked at; the other is an austerity program 
that will balance the budget but is designed 
to leave the public dissatisfied. Part of 
the latter strategem is to wail now about 
Presidential vetoes, work for the "half a 
loaf" appropriations and improvements— 
and blame Ike. 

















It would be a service to the Nation to adopt 
the latter alternative, regardless of who 
or which party is to be punished at the polls. 
The existing party labels no longer mean 
much. If they did, none but democratic party 
indorsed legislation would be enacted by 
congress ; and, on the other hand, none of it 
would become law. The republicans have 
enough votes to kill any veto override 
attempt. The votes on an economy (or 
austerity) program would serve to align the 
conservatives against the liberals. The 
next election could be waged on those 
classifications. A voter might have 
difficulty slotting Senator Byrd of Virginia 
as a democrat, or Senator Case of New Jersey 
as a republican. But if he has followed 
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first month of the new Fiscal Year, the Majority Leader 
concluded there was little chance for other bills to go 
through before the July 1 starting point for the new 
government year. 





Congressional activity he'd have no trouble 
with the conservative or liberal tagging. 





The general business community and, we 
Suspect, a large part of organized labor may 
be regarding as too good to be true, the 
latest developments in the affairs of Jimmy 
Hoffa. But the facts support the greatest 
level of optimism that has been justified 
Since Hoffa stepped into the shoes of the 
much=-indicted Dave Beck and proceeded to 
become the vocal, if not actual, overlord of 
labor unions. While his practices were 
Subject to review before the legislative 
branch, the Teamsters' chief had things his 
own way. He could "forget" to his heart's 
content. But he is headed now for the Federal 
Courts where he'll be given plenty of time 
for recollection if his memory goes back 
on him. 




















The U.S. Court of Appeals has upheld, and 
enlarged, the power of court-appointed 
monitors. These gentlemen intend to ask 
pointed questions about money handled by 
Hoffa, his conflicts of interest in which it 
became difficult to know just which side of 
the labor-management setup he was on, and 
why he has done nothing to carry out the court 
directive to clean up his union. On the eve 
of the Circuit Court ruling he had been 
asked whether he intended to dismiss certain 
aides who had been caught playing 
fast-and-loose with union funds. Hoffa 
sneeringly replied: "Are you kidding?" 

Now the monitors, who aren't kidding, will 
prepare a report on his non-action. If the 
Judge is persuaded that the stocky unioneer 
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indefinite term at that, wit hth 
poised until he either is kicked out of the 
union or gets rid of his hoodlum associates. 


is defying the law he can be jailed or an 
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Commission seems persuaded that the 





amalgamation would be a good thing and is 
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narrow self-serving ground that brought the 











Except for the principle involved, the 
five-year trade pact between Russia and 





export-import movement it will generate. 
This is reflected in data available at the 
Commerce Department offices in Washington, 
D.C. In the first year of operation, an 
increase of about one-third in the movement 








UMW switch. Stockholders of both roads have 
approved ; coal producers and other railroads 
have indicated to ICC that the best interests 
of transportation would be served by the 
business change. 


Legislation to remove the inequity of 
Federal taxation following enforced 
divestiture is at a standstill. The U.S. 

















in each direction is anticipated. These 
figures are less than spectacular when it is 
found that the 1958 purchases by the British 
from Russia amounted to but $160 million, 
and the Reds bought less than one-half that 
amount from the United Kingdom. Sale of 
strategic goods and materials is not 
involved. 























The British probably went into the deal 
with their eyes open but it is significant 





that Russia intends to increase its buys 
from U.K., with British credits. That is the 
proposition Anastas Mikoyan wanted to make 
to the United States when he came here as 
Kruschev's stooge several months ago. When 
he began hinting in that direction, American 
officials changed the subject. They didn't 
want any promissory notes, or Russki 
promises of any kind. It requires no expert 
knowledge to recognize in the British-USSR 
compact the Seeds of its own disaster. The 
Kremlin continues to place excessive 
emphasis on heavy industrial production, 
which is largely nonexportable, and fails 
to build up light industry for large-scale 
consumer goods output. They cannot buy what 
they wish, and they have little to export: 
timber, grain, furs, wines, toys, musical 
instruments, watches, a few other things. 




















John L. Lewis and his coal miners who 
have fought "bigness" as a national evil 
for decades have come out in favor of merger 
of two of the country's ‘largest 
coal-carrying railroads—the Norfolk & 
Western, and the Virginia Railway. The 
merger, the miners reason, is in the national 
interest. Because: "It will strengthen the 
competitive economic position of America's 
basic coal industry and help to provide 
greater job opportunities in areas of 
critical unemployment in the coal fields." 
It so happens that the Interstate Commerce 
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Supreme Court ruling that E.I. de Pont de 
Nemours & Co., Inc., must get rid of its 
Stock in General Motors Corporation means 
that 200,000 du Pont stockholders are 
confronted with a new and very unfair levy: 
they will be taxed as if an asset value had 
been created when in fact none is. The bill 
(S. 200) is authored by Senator Frear of 
Delaware. It isn't the first attempt to 
obtain legislation covering stock shifts such 
as the du Pont-GM decision requires. But in 
the past none but hypothetical cases could 
be spread before Congress and the lawmakers 
were too busy with existing problems. Now 
there is an actual, existing problem. A big 
one. 

When a corporation is directed by a 





























Stock in another company, or agrees to do so 
through a consent decree, to avoid antitrust 
prosecution, the divesting company parcels 
out the affected shares to its stockholders. 
The share-holders merely obtain possession 
of something they already own-it's part 

of the asset behind their stock. But the 
Internal Revenue Service demands tax on the 
distributed shares although the transaction 
is the same as transferring certificates 
from one strong-box to another without, 
naturally, changing the asset value. 





























Hearings on the Frear Bill have been 
concluded by a Senate banking subcommittee. 
The present likelihood that this will be a 
longer-than-usual session increases the 
prospect for getting the measure through at 
this session. If, that is, those affected 
or standing the chance of being mulcted at 
some future time speak up and make their 
wishes known. This is not a situation in 
which the Government sees a new field of tax 
money and is eager to gather the crop. The 
Department of Justice favors the Frear Bill 
and the Treasury isn't opposing. 
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A realistic approach to... 


A COMMON MARKET 


for LATIN AMERICA 


By ERIK |. MORTON 


& What each nation has to contribute. 


The problems of supply and demand under price 
vulnerability to world markets. 


® The benefits to be derived—and the obstacles in ex- 
port/import trade, financial health and competition. 

> Common market as an incentive for industrial 
specialization. 

> The role of the U. S. A. in fostering industry—launch- 
ing of new Inter-American bank—stabilizing prices— 
encouraging investment. 


HILE the attention of the U.S. is riveted for 

the most part on political-economic events in 
Europe, Middle East and Asia, important develop- 
ments are taking place in Latin America that can 
no longer be ignored by the business community 
here. Political unrest, mounting inflation, severe 
trade imbalances, sharp population pressures and 
stepped-up communist activity are rampant in the 
Latin Republics. Pent up bitterness there against 
American concentration in other world areas ex- 
ploded during the now memorable visit by Vice 
President Nixon to South America in April and 
May of 1958. This dramatic event served as a clear 
warning to the U.S. that the political, economic and 
social structures in Latin America are intensifying 
demands for our attention. 

One of the most significant developments in Latin 
America to date is the gradual movement toward 
the formation of a common market among the 20 
Republics. This concept is far from new, but up to 
now, no concrete action was taken beyond bilateral 
agreements between individual countries. Regional 
markets now are emerging in Central America, be- 
tween Argentina, Brazil, Chile and Uruguay as well 
as Colombia, Ecuador and Venezuela. 
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There are many reasons why these steps toward 
an overall common market are taking place. These 
nations, primarily producers of raw materials, are 
far too vulnerable to price fluctuations in world 
markets. There is not a sufficient cushion between 
the items they supply and the demand for them. 


The Serious Export Problems 


The $700 million drop in Latin American exvorts 
during 1958 (largely to the U. S.), is a strong fac- 
tor behind the push for a common market. Lower 
quotations for nearly all this region’s export com- 
modities, especially coffee, sugar and nonferrous 
metal were responsible for the severe decline in 
foreign exchange holdings. Colombia alone was able 
to clear much more than it spent in 1958 and was 
able to add to its reserves. Practically every South 
American country had to cut imports, and Argen- 
tina, Brazil, Chile and Peru had to obtain emergency 
dollar loans to help pay for purchases. Furthermore, 
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Latin America’s export pros- 
pects for 1959 are not en- 
couraging in view of weak 
markets for coffee, sugar, cot- 


LATIN AMERICAN TRADE 


(In: billions of dollars) 


lead are the leading earners 
of foreign exchange. Agricul- 
tural production is severely 
limited due to the mountain- 
ous terrain. 





ton and wheat, in addition to 10 
U. S. import quotas on petro- 
leum, lead and zinc. 


*Brazil: Overseas sales by 
Brazil depend mostly on ex- 
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How to Meet Protectionist 
Western Europe and African 








ya ports of farm and forest prod- 
ucts such as coffee, rice, 
beans, cocoa, carnauba wax 















































Competition T a and sisal fiber. Industrial 

pT a a >, o* < diamonds, rock crystal, and 
publics logically fear the rise 7 > ee ae and een 
of protectionism in Western imports + omg . eet Ga io Bra. 
Europe engendered by the ae ManErneerS OE is Ere 
six-nation European "om. 6 zil’s main industry. But iron 
mon Market and the forth- and steel production is ex- 
coming Free Trade Area. Fur- — sharply. Latter e 
thermore, the energetic pro- 5 — it ie ag redicted that 
motion of economic develop- Brazil => wo proan - : —w 
ment in Africa, a large com- 0 razil will be the world’s 
petitor of South America in 1952 ‘53 ‘54 ‘55 ‘56 ‘57 1958 eighth largest producer of 





coffee, cocoa, and minerals, 





cars by 1960. Outlook for the 





can scarcely be ignored by 
the Republics. 


Growing Demand For Industrial Products 
Many countries in Latin America are slow in 
diverting resources from traditional export crops 
despite the fact that unmanageable surpluses are 
mounting in world markets. Unbalanced develop- 
ment programs in these nations also have often re- 
sulted in expansion of “finishing” industries that 
require heavy imports such as materials, intermedi- 
ary products and fuels. By 1975, Latin America’s 
population will reach nearly 300 million, as con- 
trasted with 193 million at present. Demand for in- 
dustrial products in Latin America will be four times 
existing demand, and the Republics may have te ful- 

fill bulk of local requirements on their own. 


* Exports from Letin America. 


Brazilian economy is excellent 
over the long haul, but 
“rocky” now. 

*Chile: This country stands on the threshold of a 
major transformation due to the rise of commer- 
cial and manufacturing cities such as Santiago, Val- 
paraiso, Concepcion and Valdivia. Inflation remains 
Chile’s worst problem. Copper and nitrate comprise 
the bulk of exports—roughly 70%. Chile also is at- 
tempting to balance its economy through govern- 
ment-developed heavy industries based chiefly on 
local sources of raw materials and foodstuffs. Pros- 
pects for Chile are promising provided that the pres- 
ent conservative government can hold the lid on ex- 
cessive importing. 

*Colombia: Fortunate geographic location makes 
the Colombian economy one of the most varied in 
world. There is a great diver- 


+ Imports to Latin America. 





Each Latin American Country— PATTERN OF sity in agricultural produc- 
Economically—Politically LATIN AMERICAN TRADE tion and crop cultivation all 
year round. Coffee still is the 

In order to see just what 0 12 3 4: § big cash crop, with some ex- 


would 
market, 


each Latin Republic 
offer in a common 





ports of petroleum, bananas, 


cocoa, and rice. Colombia’s 











here is a brief thumbnail cattle industry is growing 
sketch of the individual econ- steadily and vast forest re- 
omies: sources have scarcely been 
*Argentina: Industrial out- tapped. Hydroelectric _ re- 
put there now accounts for $2.8 bil sources are a good source of 
, . Anc 7 ‘ ati € ” u. y ic 1 
over 50% of total national Europe ; power potential. Expansion of 
production — a_ significant $2.5 bil. Colombian economy will be 
change in the last few years. considerable providing trans- 
Chief exports are meat, hides, . portation network is develop- 
wool, wheat, corn, vegetable Ser Gant $.25 bil. ed and the government re- 
oil and oilseeds, fresh fruits, $.21 bil. mains stable. Current regime 
quebracho extract and timber. is doing an excellent job in 
Argentina has the basis for a reducing external debts, en- 
strong economy, but is still $.12 bil. { gy Exports forcing austerity, and spur- 
in a mess from the Peron re- Canada ‘ ring local production on a 
gime and current palace poli- $.18 bil. | [— Imports feasible basis. 
tics. *Costa Rica: Coffee, cocoa, 
*Bolivia: Economy there is , $.11 bil and bananas constitute 90% 
fundamentally based on min- Mideast § *” ‘ of all exports with abaca fiber 
ing. It is one of the leading & Africa |} $.15 bil. and sugar as the other im- 


tin-producing countries in the 
world. Tin, silver, tungsten, 


portant exchange earning 
commodities. The economy is 








zinc, antimony, copper and 





based primarily on agricul- 
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ture and virtually the entire population is depen- 
dent on raising export crops. 

*Cuba: This is the most densely populated Repub- 
lic in Latin America. U. S. direct investments in 
private industries total over $1 billion but now are 
jeopardized by Castro’s new economic policies 
which imply nationalization and expropriation. 
Cuba’s economy is essentially agrarian, with sugar 
and tobacco the main crops. Exports also include 
molasses, alcoholic beverages, leaf tobacco, cigars, 
bananas, pineapples, sponges, manganese, nickel, 
chrome, iron, copper and tungsten. Tourism was a 
big source of foreign exchange. (The Country’s posi- 
tion was fully covered in our issue of June 20). 

*Dominican Republic: Principal exports are sugar, 
cocoa, coffee, beef, molasses, corn and tobacco leaf. 
This country is basically agricultural, with small 
development of industry. 

*Ecuador: Manufacturing is not extensive in Ecua- 
dor, but it is varied. However, oil production is com- 


trade with sugar refining the largest industry. Main 
exports are coffee, cotton, gold, sesame, lumber, cat- 
tle, corn and rice. Mining is being developed. 

*Panama: Chief exports are bananas, abaca, cocoa, 
coconuts and cattle hides. Manufacturing is con- 
fined entirely to light consumer goods. Bahamas 
may soon rival Colon Free Trade Zone as gateway 
to Latin American trade. 

*Paraguay: Shipments abroad consist primarily of 
cotton fiber, meat extracts, quebracho extract, lum- 
ber and logs, cattle hides, yerba mate, tobacco and 
oil of petit-grain. Stock raising supplements agri- 
culture as source of income. 

*Peru: Economic outlook for Peru is favorable 
over the long run despite the high dependency on 
international metals markets. Peru’s resources of 
oil, copper, silver, gold, vanadium, lead, zinc, coal 
are enormous. Peru also exports sugar, cotton, wool 
and flax. Manufacturing there is still in the early 
stages but interest of U. S. investors in Peru is 


ing rapidly to the forefront. rising. 
Ecuador's main exports are LATIN AMERICA’S POLITICAL SCENE *Uruguay: Wool production 
rice, cocoa, coffee, toquilla plays a leading role in Uru- 


straw mats, gold, bananas, pe- UNITED STATES 


troleum and palm nuts. Ecua- 
doran forests yield such strate- 
gic items as balsa, rubber, cin- 
chona and kapok. 

*El Salvador: Chief local in- 
dustry is the manufacture of 
cotton textiles. This industry 
is reported to be one of the 
most efficient operations in 
Latin America. Leading ex- 
ports are coffee, oils, cotton 
and cotton fabrics, balsam, 
gold, hemp products, rice, sil- 
ver, salt and indigo. 

*Guatemala: Manufacturing 
there consists mainly in pro- 
cessing farm products, tex- 
tiles and leather. Mining has 
not yet been developed on a 
large scale. Chief exports are 
coffee, bananas, chicle, abaca 
and timber. 

*Haiti: Sugar refining is the 
largest manufacturing enter- 
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guay’s economy. Outlook is 
unfavorable since the govern- 
ment is saddled with debts of 
“welfare state” accumulated 
over past decades. Meat, grain 
and hides are other exports. 

*Venezuela: Oil is the chief 
source of foreign exchange 
with income from iron ore sec- 
ond. Agricultural activities are 
the most important domestical- 
ly-owned industry (coffee, co- 
coa). Manufacturing expan- 
sion is underway and looks 
promising. Venezuela has am- 
ple reserves of gold and dol- 
lars to spur economic develop- 
ment... 
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Rist Common Market as an Incentive 


Atlantic 





Thus it is obvious that a 
Latin American common mar- 
ket would be concerned mainly 
with countries producing raw 
~ materials. For a long time im- 


Ocean 








prise in this primitive and poor 

country. Output of handicrafts for export is rising. 
Foreign exchange is earned from sales of coffee, 
sugar, bananas, sisal, cotton, molasses cocoa and 
mahogany. 

*Honduras: Lack of transportation facilities is re- 
tarding the development of agriculture—the main 
basis of the Honduran economy. Lumbering is a 
good source of wealth. Silver, and bananas are the 
most important earners of foreign exchange. 

*Mexico: Although Mexico still is essentially an 
agrarian economy, it promises to be one of the most 
industrialized nations in Latin America. Mining and 
oil production now are its most important indus- 
tries. Mexico is the leading silver producer in the 
world, and with the exception of iron and coal, ex- 
ports almost its entire mining output. Chief ez- 
ports are lead, coffee, silver, gold, henequen, chicle, 
zinc, cotton, sulphur, shrimp, tomatoes and citrus 
products. 

*Nicaragua: Entire economy is based on foreign 
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ports of manufactured prod- 
ucts and machinery will be purchased from the U. S. 
and Europe. Nevertheless, there is no doubt that a 
system of free trade would definitely encourage ex- 
pansion of existing local industries and foster a 
rise in new ventures. Moreover, since most of the 
Latin Republics now lack sufficient foreign exchange 
to afford a high level of imported industrial prod- 
ucts, a common market featuring specialization of 
industries is imperative. 

The rapid progress made by the Central Ameri- 
“an nations in setting up a free trade area has made 
a profound impression throughout Latin America. 
The governments of Costa Rica, E] Salvador, Guate- 
mala, Honduras and Nicaragua now have ratified 
the “Multilateral Free Trade and Economic Integra- 
tion Treaty” formulated in June, 1958. This pact 
calls for the elimination of tariffs on 4 product-by- 
product basis. The agreement’s overall objective is 
to create a market for individual items, large 
enough to warrant con- (Please turn to page 468) 
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Mid-Year Reappraisal Shows..- 
Divergent Prospects 
for the RAILROADS 


Looking to 1960 
By Thomas Donnelly 


> Which are in the strongest position 
> Those to benefit from mergers 
® Which are speculative 


AILROAD securities today do not occupy the 

same position that they did in their heyday, 
when the industry was considered a prime invest- 
ment. In the past several decades, the railroads have 
suffered keen competition—continuing to lose traf- 
fic to a rapidly expanding trucking industry, with 
the advantages of door-to-door delivery of perish- 
ables and other products. Pipelines and air-freight 
have made inroads into carloading figures, despite 
our growing and expanding economy. And, of 
course, the enormous fleet of passenger cars and 
buses has added further problems, to a degree that 
railroads from New England to California have 
been curtailing—and even discontinuing—unprofit- 
able passenger services (as we showed in the fea- 
ture article in our June 20th issue—“How Break- 
Down in Transportation is Creating Vast Econom- 
ic Problems”, by Robert B. Shaw). 

Under these disadvantages, the railroads have 
felt the full impact of spiralling wages, costly ma- 
terials, featherbedding practices, and other fac- 
tors—as well as their heavy taxes, part of which 
have been going toward building highways on which 
competitors operate. 

However, the person who writes off the entire 
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rail industry as no longer worthwhile today may be 
missing not only excellent speculative “risk’’ oppor- 
tunities from time to time, but may be overlooking 
several prime investment vehicles as well. This is 
clearly shown by the fact that from early 1958 to 
the present, rail stocks as a group have advanced 
some 65%, as compared with 40% for industrials. 


Contrasts in Quality of Rail Shares 


No doubt the rail group is currently discounting 
a great deal of the earnings improvement likely for 
1959 together with several dividend hikes. It would 
be a mistake, however, to view the group as a 
whole; for, there is a wide range of quality. Top 
notch investment situations such as Union Pacific, 
Norfolk & Western, Northern Pacific, Santa Fe, 
Southern Pacific and Southern Rail are in sharp 
contrast, investment-wise, with Erie, New York 
Central, Chicago & North Western and the New 
Haven. Now that business activity is in a strong 
uptrend, it doesn’t necessarily follow that all roads 
will participate in the recovery to the same extent. 
Pointing this up is the fact that while Norfolk & 
Western is on the way to setting a new earnings 


THE MAGAZINE OF WALL STREET 


es 


' 
i 





peak 


‘oad 


he 


R 
yres 
ven 
vill 
usi 

1 t] 
ten 
eal 
her 
ala 
oal 
yor) 
Balt 
O 
as t 
cage 
a gc 
nect 
peri 
also 
cific 
nect 
Por 
look 
frei 
& Q 
uall 

T 

seve 
tied 
last 
But 
fact 
Cen 
cific 
and 
mo: 
gra 
exc 


ces: 
tra 
tiol 
eco 
con 
to-} 
plo 
of 

wit 
bee 
roll 


wa 
erb 
the 
are 
nu 
the 
dus 
blo 


JU! 





be 
r- 
ng 


to 
ed 
ls. 


1g 
or 
Id 

a 
yp 





peak this year, eastern carriers such as Erie Rail- 
‘oad and Lehigh Valley are running in the red for 
he first four months of 1959. 


Importance of the Seaway 


Recent opening of the St. Lawrence Seaway also 
resents a sharp contrast in the effect that a new 
vent can have on individual roads. Some systems 
vill eventually benefit to a large degree from new 
susiness provided by the Seaway, while others are 
1 the process of reducing freight rates in order to 
tem the erosion of present traffic. While it will take 
ears for the full force of the Seaway to be felt, 
here are several projections that can be made. On 
alance, eastern roads will lose some grain, ore, 
oal and petroleum volume. The roads in this cate- 
gory include New York Central, Pennsylvania, Erie, 
Baltimore & Ohio and Western Maryland. 

On the other side of the coin, such western roads 
as the Great Northern, Northern Pacific and Chi- 
cago, Milwaukee, St. Paul & Pacific eventually stand 
a good chance of realizing new traffic when the con- 
necting channels between Lake Erie and Lake Su- 
perior are deepened. Important new business should 
also be captured by the Chicago, Rock Island & Pa- 
cific, which at the present time is the only rail con- 
nection with the facilities of the Chicago Regional 
Port District at Lake Calumet. Chesapeake & Ohio 
looks for some increase in general merchandise 
freight in the future, while the Chicago, Burlington 
& Quincy should get a good boost in business event- 
ually. 

The 1957-58 business recession was particularly 
severe for the rail industry, which is intimately 
tied with the fortunes of heavy industry. Profits 
last year slipped to the lowest levels since 1949. 
But, not all roads suffered to the same extent—in 
fact, several major systems such as Santa Fe, Illinois 
Central, Southern Pacific Northern Pa- 





in the way of new technological changes. Feather- 
bedding is a boomerang which has returned to haunt 
rail employees. 

Since rising costs have consumed the bulk of sav- 
ings that the rails have achieved from the transi- 
tion from steam to diesel power, the industry has 
been forced to seek new areas of substantial econo- 
mies. The merger route undoubtedly fills the bill. 
Unlike an industrial company—which can merge 
easily—many problems must be solved before two 
railroads merge. In addition to complicated debt 
structures, rails must tangle with labor, local com- 
munities and competing services. 


Mergers Under Study 


Several large rail systems are presently contem- 
plating mergers. Norfolk & Western and the Virginian 
are closest to an actual marriage, with stockholders 
of both companies having approved the terms and 
ICC hearings currently in progress. Savings from 
this proposed merger are estimated at $12 million 
annually. Atlantic Coast Line and Seaboard Air 
Line railroads have been studying the potentials of 
a merger, and it would not be surprising if the 
terms were announced before too long. Again, an 
actual merger of the systems is some time off be- 
cause of the many hurdles that must be encountered. 

In the Northwestern area, Northern Pacific and 
Great Northern have had a unification study in pro- 
gress since 1955, but as yet the terms have not 
been determined. This probably reflects the involved 
financial problems that must be ironed out before 
a meeting of directors’ minds is possible. Both roads 
have extensive land interests which are not readily 
susceptible to calculation. It the East, Delaware & 
Hudson dropped out of a three-way merger with the 
Erie and Lackawanna, but the latter two are continu- 
ing studies on their own, and terms have been an- 





cific and Western Pacific bucked the trend 
and scored year-to-year profits gains. In 
most instances, the movement of bumper 
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grain crops was the main force behind the 
excellent showings. 


Work Force Reduced 


Not all of the effects of the business re- | 700 
cession were adverse. The contraction of 
traffic enabled many roads to trim opera- 
tions and achieve substantial permanent 
economies. With nearly 50% of revenues 
consumed by labor costs, the 14.7% year- 
to-year reduction in the number of em- | 600 
ployees in a significant factor. While some 
of the men are currently being rehired 
with rising business, many workers have 
been permanently taken from the pay- 
rolls through new economies. 
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This is an unfortunate situation, but | 5°° 
was inevitable because of extensive feath- 
erbedding work practices. Total costs of 
these useless services to the rail industry 





are calculated at some $500 million an- 
nually. In addition to the burden that 
these expenses exert on earnings, the in- 


dustry has had to contend with the road- F 
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blocks that the inflexible rules have placed 
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Statistical Position of Leading Railroads 



















Gross Revenues Percent- 
Ist 4 months age 
1958 1959 Change 
(Millions) % 
Atchison, Top. & Santa Fe ............. $176.4 $204.5 -+-15.9% 
Atlantic Coast Line 55.1 + 5.7 
Baltimore & Ohio ..............cccceseeeees ‘ 129.0 + &.3 
Chesapeake & Ohio - 148.41 + 7.41 
Chile., Milbw., St. PB. & Pane. ...000000000 73.7 77.5 + 5.1 
Chicago & Northwestern .............. 65.8 69.7 rt 58 
Chic., Rock Island & Pac. ..... ne 64.6 73.8 +143 
OR eee 15.4 15.7 + 13 
ia Ns Te NID sciccccectesconsonees 24.8 23.9 — 3.4 
Denver & Rio Grande W. .............. 22.5 24.6 + 93 
I -scisdinidahlinennianiieinianitiidaedaen 48.4 51.8 + 7.1 
Great Northern Rwy. ........... 68.0 74.2 + 9.1 
Gulf, Mobile & Ohio ......... - 2a 27.3 7 23 
Ilinois Central ...................... . 105.81 111,21 + §,.11 
Kansas City Southern Sys. ............ 23.1 23.4 + 15 
IIT sictinsvisnsnsesncestesintannnion 18.4 18.8 + 2.0 
Louisville & Nashville .................... 73.1 76.9 + 5.1 











Operating Ratio Net Per Share Indi- 
Full Ist 4 Full Ist 4 cated 
Year Months Year Months Div. Recent Div. 
1958 1959 1958 1959 1959 ** Price Yield 
74.6% 74.8% $2.51 $ .68 $1.45 29 5.0% 
82.8 78.0 4.04 1.91 2.00 56 3.5 
80.7 81.3 5.37 1.35 1.50 44 3.4 
71.7 72.8! 6.36 2.431 4.00 71 5.6 
81.6 83.7 2.73 428 1.50 28 5.3 
82.9 88.0 42.16 44.64 — 29 - 
78.0 78.0 2.81 94 1.60 34 47 
76.6 76.1 1.63 75 2.00 31 6.4 
89.6 90.9 42.40 41.29 — + 
65.2 67.4 1.65- 442 1.002 20° 5.0 
83.6 83.1 41.75 4.33 1 
75.8 81.3 4.52 78 3.00 55 5.4 
78.7 76.5 2.32 62 2.00 29 6.8 
78.2 81.7! 5.80 1.421 2.00 49 4.0 
58.8 58.5 8.44 3.14 4.00 79 5.0 
91.1 93.3 42.91 41.30 -- 8 -— 
82.8 81.3 5.44 1.54 5.00 81 6.1 








*—Before funds. 
d—Deficit. 
**—Based on latest dividend reports. 


1_5 months to May 31. 
*—Adijusted for 3 for 1 stock split. 








Atchison, Top. & Santa Fe: Largest road in terms of mileage, the system's 
freight loading are well-diversified. Interests in oil, lumber, mining and 
other enterprises lend additional future potential. Near and long-range 
prospects are favorable. 

Atlantic Coast Line: Despite intense competition, revenue growth has been 
above-average. With maintenance outlays now at realistic levels, good 
profits lie ahead. A merger study with Seaboard Air Line is in progress, 
and an increase in the dividend rate is possible. 1 


Baltimore & Ohio: Cyclical eastern road with stock interests in the Read- 
ing and Western Maryland railroads. Reduction of debt clears the way 
for higher earnings. Sharply increased profits are indicated for 1959. Cl 


Chesopeake & Ohio: Coal is the major freight item, but manufacturers’ 
business has expanded in recent years. System is highly efficient and 
boasts strong finances. Dividends are reasonably secure at present $1 
quarterly rate. Bl 

Chi., Milw., St. P. & Pac.: Adverse weather conditions are usually re- 
ported in deficit operations over foreport of year. Traffic is well diver- 
sified, and stable earnings have ruled in recent years. Dividend is fairly 
well protected. Cl 


Chicago & North Western: Highly marginal road which has been grad- 
vally increasing operating efficiency. Severe winter weather results in 
early month losses. Outlook improving. C1 


Chi., Rock Island & Pac.: Light-density system, which is dependent to 
large extent on agricultural volume. Passenger losses are heavy. Open- 
ing of the Seaway lends long-term potential. Dividend hike possible. C1 
Del. & Hudson: Operations of this financially strong system have been 
affected by declining anthracite volume. Profits recovery is probable 
this year to improve dividend coverage. 


Dela. Lack. & West.: Severe competition and declining anthracite coal 
volume have reduced compony to marginal status. Upturn in business 


is paving the way for near-term earnings improvement. Merger study 
with Erie in progress. Cl 


Denver & Rio Grande West: A bridge-line road which boasts superior 
revenue trend as well as top-notch efficiency. Long-range outlook is 
favorable. Stock split was recently effected and the dividend increased. 
BI 


Erie: Traffic and earnings parallel! fluctuations in heavy industry. Good 
recovery is looked for this year, but dividends may not be resumed 
until later. Merger study with the Lackawanna is progressing. Cl 


Great Northern: Industrial development of the Northwest should boosts 
future revenues. Earnings have been relatively stable in recent years. 
Unification with Northern Pacific would enhance the long-range picture 
significantly. Dividends are reasonably secure at $0.75 quarterly. 81 


Gulf, Mobile & Ohio: Competition in the area has retarded revenues and 
profits improvement in recent years. Gains are indicated for 1959, and 
payments on the common could hold at $0.50 quarterly. C1 


Iinois Central: Revenue growth has only been about average, but 
industrialization of the territory augurs well for the future. Somewhat 
higher profits are in sight for 1959, and dividend liberalization is 
possible. BI 


Kansas City Southern Sys.: Highly efficient system which has benefitted 
from expansion of chemical industry in its area. Better earnings results 
are ahead, and eventual increase in the $1 quarterly rate is indicated. Bl 


Lehigh Valley: Basic operating disadvantages and declining revenues 
have weakened this industrial-anthracite road. Deficit operations are 
likely again this year, and resumption of dividends is not expected. DI 
Lovisville & Nasville: Soft coal revenues have expanded markedly in 
recent years, but competitive rate adjustments have siphoned off most 
of the gains. Larger profits are in store for this year, and dividends 
appear likely to continue at $1.25 quarterly. B1 





C—Speculative. 
D—Unatractive. 


RATINGS: A—Best grade. 
B—Good grade. 





1—Improved earnings trend. 
2—Sustained earnings trend. 


3—ower earnings trend. 

















nounced. The Pennsylvania and New York Central 
systems severed their merger study several months 
ago. 

Import of 1958 Transportation Act 


In evaluating the immediate and long-range out- 
look for the rails, the Transportation Act of 1958 
should be examined. Important provisions included 
a program of guaranteed loans to provide short- 
time emergency aid with a ceiling of $500 million; 
a directive to the ICC that it shall not require rail- 
roads to maintain rates higher than necessary, 
merely to protect competitors; prohibiting further 
expansion of the list of exempt agricultural com- 
modities, while restoring some items to the regula- 
tory list; and increasing ICC authority to order ad- 
justments in intrastate rates, and abandonments 
(interstate only) of loss-incurring trains and serv- 
ices. 
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Passenger Burden Heavy 


Particularly for the eastern roads, losses on pas- 
senger services have been heavy. The passenger 
deficit reached a record $724 million in 1957, and 
these losses continue to drain the bulk of the profits 
derived from hauling freight. However, provisions 
of the Transportation Act of 1958 will facilitate the 
elimination of unprofitable trains, as will the more 
favorable public climate that has materialized in 
the past few years. 


Industry Outlook for 1959 


The rails entered this year on far better footing 
than in 1958. The upturn in general business activ- 
ity boosted traffic over the recessionary-affected 
periods of the preceding vear, and with costs under 
tight control, a double-barrelled leverage factor was 
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Statistical Position of Leading Railroads (Continued) 















Gross Revenues Percent- 
Ist 4 months age 

1958 1959 Change 

——(Millions) % 

Missouri-Kan.-Tex. ....................000+ 19.5 19.9 r tS 
Missouri Pacific “A” $ 98.8 + 49 
New York Central ....................... . 232.8 +-13.2 
N. Y. Chicago & St. Louis ............. 446 51.0 +-14.2 
8 ee Yee 47.9 49.0 + 22 
Norfolk & Western ...0..0........000000 64.4 69.1 - 73 
Northern Pacific ............ aaa iaal 51.6 55.8 + 8.0 
Ee 264.4 296.5 +12.1 
TRS siideciindnidiaina 36.7 36.2 1.5 
| St. Lovis-San Francisco .................. 38.4 43.3 +12.6 
| Seaboard Air Line ......................... 52.5 55.5 r SJ 
| Southern Pacific Sys... 198.5 221.8 T¥t.7 
| Southern Railway .....................00. 83.8 89.5 + 67 
EE een 148.8 166.6 -1Wge 
| Virginian Railway ......0...........0..... 16.6 15.4 — 62 
ER a eee 15.6 17.7 +-13.2 


*—Before funds. 
d—Deficit. 
| **—Based on latest dividend reports. 





} Missouri-Kansas-Texas: Under new manogement, operating efficiency has 
been increasing. Resumption of payment on common is long way off, 
however. Cl 


Missouri Pacific: Gradual industrial development in the area, plus tighter 
cost control, should result in wider earnings base eventually. Dividends 
on “A” shares should continue at $0.60 quarterly. C1! 


' 
| New York Central: This large eastern trunk line has been handicapped 
| by severe competition, rising costs and heavy passenger deficits. Good 
| profits rebound is under way but resumption of dividends is proble- 
| matical. Cl 


N. Y. Chicago & St. Louis: Company is highly efficient and hos enjoyed 
rising revenue trend, paralleling larger coal shipments. Earnings this 
year are recovering from 1958 depressed levels and the dividend is 
well-protected. BI 


N. Y., N. H. & Hart.: High terminal expenses, together with heavy pos- 
senger losses and large rentals, have seriously affected road's position. 
Finances are extremely tight, but some improvement is likely in 1959. D1 


Norfolk & Western: Soft coal is the major revenue producer. Operating 
efficiency is superior, with further gains to be derived from dieselization 
and proposed merger with Virginian. Finances are strong and dividend 
liberalization is possible. 1 


Northern Pacific: Net from rail operations may be exceeded by income 
from extensive non-rail interests, including expanding oil and gas re 
ceipts and revenues from timber, iron ore, coal, etc., etc. Long-term out- 
look is bright, and small year-end extra is possible. 61 


Pennsylvania: Rising costs and heavy passenger losses have adversely 
offected earnings record. Profits recovery is under way resumption of 
quarterly dividends is a possibility. C1 


RATINGS: A—Best grade. 
B—Good grade. 


C— Speculative. 
D—Unatractive. 





1—Improved earnings trend. 
2--Sustained earnings trend. 





Operating Ratio Net Per Share Indi- 

Full Ist 4 Full Ist 4 cated 
Year Months Year Months Div. Recent Div. 
1958 1959 1958 1959 1999 °° Price Yie'd 
74.8 74.0 41.86 24 6 

76.6% 75.8% $8.42 $2.27 $2.40 50 4.8% 
85.2 842 -62 49 27 

73.0 70.6 2.52 1.08 2.00 33 6.0 
84.1 84.6 46.24 43.17 8 

65.5 62.9 7.57 2.59 4.00 90 44 
79.9 86.0 3.68 78 2.00 53 3.7 
84.7 84.1 27 4.17 75 19 3.9 
83.9 83.7 34 4.23 1.00 23 43 
79.5 78.9 2.71 87 1.00 24 4.1 
79.6 74.2 3.11 1.20 2.00 38 5.2 
80.1 76.9 5.20 2.02 3.00 71 4.2 
72.6 70.9 4.20 1.26 2.80 56 5.0 
73.5 74.8 3.29 .86 1.60 34 4.7 
51.2 58.5 3.24 .93 2.00 45 4.4 


75.1 72.9 8.83 3.18 3.00 77 3.9 


1__§ months to May 31. 
*—-Adjusted for 3 for 1 stock split. 


Reading: Declining anthrac'te business, as well as rising costs have under 
mined earning power. Earninas this year should rebound sharply over 
low 1959 levels, the current $0.25 quarterly payout should continue. Cl 


St. Lowvis-San Francisco: Company has controlling interest in the Central 
of Georgia and New Mexico & Arizona Land Co. Profits are on the 
rise, and dividends were recently resumed. Cl 


Seaboard Air Line: While revenues have been in strong uptrend, in 
creased costs have restricted profits gains. Somewhot higher earnings 
are in store for 1959, and dividends appeor reasonably secure. Merger 
study is in progress. BI! 


Southern Pacific System: A major system with good growth trend and 
diversified interests in natural resources, other rails, pipe lines and a 
trucking operation. Record earnings indicated for 1959, with possible 
increase in dividend on tap for 1959. B81 


Southern Railway: Continued industrial development of the area enhances 
long-range prospects. Operating efficiency is superior, and improved 
earnings ore indicated for this year. Dividends ore well covered. 81 


Union Pacific: High-grade railroad with growing non-rail interests. Oil and 
gas holdings plus substantial land interests carry future potentials. New 
earnings peck ahead with possible liberalization of pay-out. Al 


Virginian Railway: Bituminous coal shipments account for over 85% of 
freight revenues. Lower export needs have dampened volume recently, 
but high-efficiency helps offset impact on profits. Merger with Norfolk 
& Western in progress. Dividend reasonably secure. 82 


Western Pacific: Revenues have outperformed industry showing by good 
margin. The earnings base should gradually widen with further indus- 
trialization of the area. Dividend hike and split possible. 61 


3—Lower earnings trend. 

















working for the industry. The most dramatic gains 
have been achieved by some of the eastern roads, 
which were affected most by the downturn in heavy 
industries a year ago. 


Traffic in the five months through May advanced 
1round 13% year-to-year, with good gains recorded 
in ore, forest products and miscellaneous freight 
movements. In recent weeks, high-rated manufac- 
tures’ volume has been inflated with heavy steel ship- 
ments due to substantial hedge-buying in many 
quarters against a possible steel strike. With steel 
output currently at record levels, and new auto 
models moving to dealers at a steady clip, it is not 
surprising that freight volume for the industry in 
recent weeks has jumped over 20% from 1958 totals. 

What is the outlook for the second half? Whether 
a steel strike materializes or not, there will undoubt- 
edly be a letdown in general business activity in the 








1959 





third quarter as consumers work off the inventories 
that have been accumulated, and auto companies 
slow down for model changeovers. However, a grad- 
ual upturn is seen beginning this Fall. Capital 
spending is expanding, consumer income is at rec- 
ord levels and the confidence that business men gen- 
erally exude, augurs well for a strong final quarter. 


As stated earlier, not all roads will participate in 
the business recovery to the same extent. Many 
roads in the East will be forced to allocate a large 
part of the additional revenues to work on delayed 
property improvement programs. The freight car 
bad-order ratios (i.e. cars in need of repair) for 
many roads have risen to unprecedented levels. 
Nationally, the ratio had climbed to 8.3% on May 1, 
1959, compared with a “normal” 5% level. More- 
over, many systems will have to step-up roadway 
work, which was deferred (Please turn to page 472) 
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HE all-prevading concept of “bigness”, seen 
| everywhere in this country, is not confined sole- 
ly to the industrial sector of our economy. Since | 































| 1935, the number of farms has declined nearly 30% | a 
while the average size has increased better than ly 
r 50%. At the same time, however, the farmer has : 
had to contend with two other important long term ly 

trends, namely, declining farm population and rising 

| farm wages. As a consequence of these adverse in- 

FARM MACHINERY fluences on margins and in order to cultivate and 

- harvest apes —— _ ee become in- ~ 

creasingly mechanized in his operations. 

Upturn Continues Since the halcyon days of the late 40’s and early / 
° ° 50’s, farmers’ expenditures for durable equipment ; ow 
in High Gear had levelled off in recent years from around $3 bil- - 

lion to around $2.5 billion yearly. In large part, this W 

san be explained by the great drought that gripped | - 

> But with varying status for the the southwestern area for several years and ended ow 

. . in 1957. During that period, farmers got along with 

industrial companies. the equipment they had, in many cases deferring 1 
purchases for replacement needs and more erficient v 

By R. C. ERLINGSEN units, looking to the day when these could be afford- 1; O 

ed. That day has arrived for the farmer, whose in- | 

come in 1958 rose some 20% over the year before ee 

to the highest level since 1953. = 

While part of this upturn in the farmers’ fortunes ll d 

was translated into increased sales for the farm = 

: equipment manufacturers last year, the outlook — 

} = is for even higher sales for the fiscal year which ane 
ends for most of the companies October 31. A eciiie 

‘> closer examination of both the long and short term gr 
aaa demand factors for farm equipment will serve to 200 
a place in perspective the outlook for the manufac- In 
turers looking to 1960 and beyond. ‘omy 

The Government’s Role , a 

The government has been an active participant in wre 

agricultural affairs since the conclusion of World and 

War II. Under the oft revised law, price supports prob 
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Position of Leading Farm Equipment Stocks 
= —— Full Years . . — 
Net Profit Dividend Per Ist Quarter 
Net Sales Margin Net Per Share Earned Per Price Recent Div. 
1957 1958 1957 1958 Share 1958 = Indic. Share Range Price Yied 
(Millions) %  % 1957 1958 1959* 1958 1959 1958-59 
IIE ccncnscccccsesnsccccesscesesce $534.1 $531.9 3.3 3.5 $2.11 34 $1.25 $1.00 $ .27 d$ 43 3234-22" 31 3.2% 
| W.C. (mil.) ‘57—$257.6; ‘58—$263.5 
| TEED its MUL sscnstiaiiinieansidencnaiadigeninaiebinaes . 123.9 177.8 10 24 09 1.12 —_ 4.10" 82> = 26%-14'4 22 
W.C. (mil.) ‘57—$72.8; ‘58-$65.3 
CATERPILLAR TRACTOR .................. 649.9 585.1 6.1 5.5 4.35 3.48 2.40 2.40 .66! 1.83! 110 -55% 105 2.2 
W.C. (mil.) ‘57—$192.3; ‘58—$174.7 
SE Ain OIL - scconsithainincicuetiisnisieemiinneaiianes 388.15 472.6" 7.3 8.8 3.96 6.06 1.75 2.37 2.25- 3.75- 6358-275 60 3.9 
W.C. (mil.) ‘57—$308.0; ‘58-$329.8 
INTER. HARVESTER ..000.0......cccecceeeee 1,186.6 1,098.3 3.1 3.9 2.88 2.69 2.00 2.00 1.18" 2.06- 4852-27 47 42 
W.C. (mil.) ‘57—$416.0; ‘58—411.77 
|| MASSEY-FERGUSON, LTD. .............. 412.4 440.1 41.1 2.9 461 1.25 40 40 13° 1.03- 177%- 6 16 2.5 
W.C. (mil.) ‘57—$156.4; ‘58—$166.2 
MINN.-MOLINE .0000.0......ccccccsesesseseees 57.4 53.6 98.7 93.2 495.72 42.09 41.652 1.452 253%4- 7% 22 
j W.C. (mil.) ‘57—$37.8; ‘58—$37.5 
}, MYERS (F. E.) & BROS. .................. 13.1 12.2 7.1 6.6 4.64 4.11 2.40 1.20 68 1.35 5034-38 40 3.0 
W.C. (mil.) ‘57—$6.3; ‘58—$6.3 
i GRRE II cnccssnncinsapmmasannesnnanentinn 101.6 113.3 6 1.4 13 .63 .60 .60 .10- .53° 21%8- 7'2 21 2.8 
'| W.C. (mil.) ‘57—$61.3; ‘58—-$65.6 
i a —— : - eo - 
i) ow.c. -Working capital. 1__4 months ended April 30. 
*—Based on lotest dividend rates. 26 months ended April 30. 
d—Deficit. 3__Does not include Foreign sales. 























are mandatory on six basic crops—wheat, corn, 

itton, peanuts, rice and tobacco. The Secretary of 
Agriculture at his discretion can also support some 
*00 non-basic crops. 

In order to qualify for support, farmers must 
‘comply with the Secretary’s edicts on such things 
as acreage restrictions, production goals, marketing 
quotas, etc. Recently, however, an excessively high 
number of public outcries have appeared regarding 
the enormous costs of supporting such programs, 
and while price supports in some form or other will 
probably remain part of the scene for years to come, 
there is mounting evidence that a more realistic ap- 
proach should be taken. An excellent example is 
last December’s election by the corn farmers to ac- 
cept lower supports in return for the abolition of 
acreage restrictions. 

As a result of relaxed acreage curbs, farmers plan 
this year to place an added net 10 million acres un- 
der cultivation. Assuming that a good proportion 
of this additional acreage will be planted on the 
larger corporate-type farms, where mechanization 
is practised to the greatest degree, this should act 
as a hearty stimulus to equipment demand. 


Technological Advances Rapid 


The tempo of technological advance has stepped 
up markedly in recent years. Nowadays, it is com- 
monplace to see four and six row implements where 
two row were the rule only a few years ago. Giant 
combines, designed especially for harvesting of 
small grained crops, replaced three separate ma- 
chines formerly used, the reaper, binder and thresh- 
er. The number of these units on farms has in- 
creased 47% since 1950, but the fact that only 19% 
of the farms in the country are so equipped indi- 
cates that the potential market is far from satu- 
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rated. Automatic transmission has even adapted to 


tractors. 
A Growing Replacement Market 


The trend to heavier and more elaborate imple- 
ments has brought with it a need for more power- 
ful tractors. Tractors account for well over half 
the value of farm equipment shipments, and taking 
into account the deferral of purchases in the past 
several years, the average estimated useful life of 
a tractor and the need for more powerful units, 
leads to the firm conviction thaf the replacement 
market will take on increasing prominence as-a 
source of demand in the future. 

Tractors have an estimated useful life of seven 
to ten years. From 1948 to 1953, over 21% million 
all purpose wheeled tractors were manufactured, 
or roughly 425,000 a year, while production since 
then has averaged only about 240,000 units annual- 
ly. Provided farm income remains at a favorable 
level, it would appear that a stepped up rate of 
tractor output is indicated. 


Can He Pay? 


Having examined the forces governing the demand 
side of the picture, attention is now focused on the 
ability of the farmer to translate his demand into 
actual purchases. In the past, equipment purchases 
have demonstrated a close correlation to farm in- 
come. Last years’ 20% gain in farm income was 
somewhat unexpected, having been the result of 
unusual weather circumstances more than any other 
single influence. Poor weather in late 1957 ruined 
many crops and delayed harvesting of others until 
1958, while good conditions last year hastened some 
marketings, the net effect being to boost 1958 in- 
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come at the expense of both 1957 and 1959. 

With a return to normal weather conditions this 
year, it is estimated that farm income will decline 
some 5% to 10%, although still remaining well 
above the depressed 1957 level. Lower prices, es- 
pecially for livestock and lower government pay- 
ments coupled with constantly rising costs will be 
primarily responsible for this decline. 


Cash Plus Credit Spells Buying Power 


The farmers’ pockets are not only literally bulg- 
ing with cash, but various credit agencies are stand- 
ing by to facilitate equipment purchases. In the past, 
credit has come mainly from banks and other tradi- 
tional lending institutions, but now, several of the 
leading manufacturers have formed subsidiaries to 
carry installment receivables on sales of their equip- 
ment. Not only does this act as a sales tool, but 
these subsidiaries are profit contributors as well. 
Among the companies engaged in their own financ- 
ing are J. I. Case, Caterpillar Tractor, Deere, and 
International Harvester. 


Other Diversification Moves 


A natural corrollary to farm equipment manu- 
facture is earth moving machinery. By far the giant 
of this field is Caterpillar Tractor, but International 
Harvester and Allis-Chalmers have also been well 
represented for many years. More recently, Case, 
Deere, Oliver, and Minneapolis-Moline have adapted 
their equipment to roadbuilding usage. Currently, 
fund appropriations for the huge Federal highway 
program might be in some doubt as the President’s 
economy efforts become more widespread, but if 
measured against the outlays since its inception 
then 1959 should see a substantial pickup in activ- 
ity. 

Deere has entered the nitrogenous fertilizer field, 
and while it is but a small part of its business, it 
could contribute to earnings this year. International 
Harvester is a leading manufacturer of motor trucks, 
while Allis-Chalmers is truly a diversified enterprise, 
being the third largest producer of heavy electrical 
equipment as well as ranking number three in farm 
equipment. Its other lines include pumps, turbines, 
valves, and cement, tying it closely to expenditures 
for capital equipment, which are showing signs of 
turning up. 


The Challenge of Foreign Subsidiaries 


Of the underlying economic trends that have 
been discussed of late, an important one to consider 
is that of domestically-owned foreign plants “ex- 
porting” their output to our shores. Even though 
the current rate of imports from such plants 
amounts to only a relative trickle, it is nonetheless 
worthy of attention. 

To cite an example, this year International Har- 
vester imported some 300 tractors made in its over- 
seas plants before summer started. Others are seri- 
ously contemplating following Harvester’s lead, 
prompted mainly by the growing demand for cer- 
tain models not now produced in their domestic fa- 
cilities. Rather than going through the expensive 
tooling up phase here, it is cheaper to do so in fore- 
fen locations. In fact, much of the demand is for 
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more powerful diesel and economical tractors, which 
are already in production over there. 

While no significant effect has been felt yet, one 
only has to look for a potential parallel to the 
rapid inroads made by foreign car imports, expected 


to reach a half million this year compared to esti- | 


mated domestic production of 51% million units. It 
would appear that a definite threat exists for those 
manufacturers not represented with foreign plants. 

The importance of U. S. farm equipment pro- 
ducers abroad is pointed up by the fact that last 
year, three manufacturers, /nternational Harvester 
Ford, and Massey-Ferguson, accounted for 53% of 
the tractors produced in England, France and Ger- 
many. While the preponderance of small, non-mech- 
anized farms in Europe does not favor large vol- 
ume production, particularly of heavier equipment, 
certain industry officials feel the situation could 
soon change as a result of export markets opening 
up in South America and Africa. 


Competitive Forces 


Success in the industry requires an extensive 
dealer-maintenance organization, something which 
cannot be established overnight and certainly not 
without considerable expense. Thus, the larger, well 
entrenched factors in the industry have little to 
fear in the way of new competition, at least, new 
domestic manufacturers. This also tends to largely 
eliminate costly price competition. 

Price increases effected late last year and others 
likely to come this year should help maintain mar- 
gins sufficiently for most companies to report higher 
earnings in the current fiscal year. 

All things considered, it would appear that both 
the near and long term outlook for the farm equip- 
ment manufacturers is a healthy one, although the 
long range picture will probably continue to be af- 
fected by cyclical swings in farm income. For those 
investors currently holding or contemplating pur- 
chase of farm equipment equities, a discussion of 
the individual companies follows. 


Investment Considerations 


Deere has consistently shown the best profit margins 
in the industry, averaging better than 7% after 
taxes in the past six years. Earnings per share of 
$6.06 in the fiscal year ended last October 31 were 
the highest since 1950, when they reached $6.76. 
Earnings have averaged $4.62 in the past decade, 
hitting a low of $2.67 in 1956. 

Deere is the number two factor in terms of sales, 
ranking behind International Harvester, but meas- 
ured by farm equipment output alone it is now num- 
ber one. Its excellent performance over the years 
can be traced to continuous introduction of success- 
ful new models and tight cost control. The product 
line includes tractors and gasoline engines, planting, 
cultivating, binding, and harvesting machinery, and 
steel plows. 

Deere’s foreign interests are through plants in 
Mexico and the Argentine and an 85% ownership 
of Heinrich Lanz, a West German farm equipment 
manufacturer. Although the latter still operates in 
the red it is expected to become a money-maker in 
time- Deere does not consolidate its foreign subsidi- 
aries, only taking into its (Please turn to page 471) 
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The New Look 
in MENS’ CLOTHES 


and manufacturers 
who make them 


By OLIVER PIERCE 


& The clothier—the hatter—the shoemaker—the 


sports apparel maker 
& Which company is faring the best under competition 
—profit margins 


> Earnings-dividend outlook looking to 1960 


OMPARED with the many changes in women’s 
fashions, new styles in men’s clothing appear 
minor indeed, unless viewed over long periods of 
time. This fall, however, both manufacturers and 
retailers are hoping that a “new look” in men’s 
clothes will give an added impetus to their business. 
After lying dormant in 1958, sales are already pick- 
ing up. The new style, called the “Continental Look”, 
may or may not be well received due to male re 
sistance to most things that smack of fashion — but 
the trade feels that, if it accounts for as much as 
10% of fall sales, it will be a good promotional item. 
Despite the fact that clothing is a basic need, 
there is a close relationship between sales of men’s 
apparel and individual income. In line with the 
current improvement in consumer income, manu- 
facturers of men’s suits operated at 76% of capacity 
during the first quarter of 1959, as against 65% a 
year ago. 

However, all is not sweetness and light for the 
industry. While manufacturers have had to grapple 
with steadily mounting costs, prices of men’s ap- 
parel have risen only about 8% since 1947-49. A 
closer look at the industry itself reveals other and 
perhaps more serious problems. 


Competition and Other Problems 


The men’s clothing industry is composed of a 
multitude of small manufacturers and relatively few 
major producers. The major units have large a- 
mounts invested in manufacturing facilities and 
thus depend on high volume for profitable opera- 
tions. This, in turn, requires heavy advertising out- 
lays which do not always attain satisfactory results. 


455 





Brand names for wearing apparel do not register 
the degree of identification in the public’s mind that, 
say, the tobacco companies or the cosmetic makers 
achieve. 

An even greater problem from the manufacturers 
stand-point, however, is the question of raw mater- 
ials. The cost of fabric, natural or synthetic, re- 
presents a large portion of the total expense in the 
production of clothes. Fluctuations in fabric prices 
can raise havoc with inventory values, and much 
of the irregularity in manufacturers’ earnings is 
due to inventory profits or losses. At the present 
time, however, industry inventories seem to be in 
reasonably good shape. 

With regard to raw materials, there has been a 
marked trend in recent years towards an increas- 
ing use of synthetic, or man-made fabrics. This 
has meant convenience, in the form of “wash and 
wear” clothing, and in many cases increased com- 
fort. This trend has also helped the manufacturers 
for in most instances the man-made fabrics are less 
expensive than the natural fabrics. 


From White Shirt to Open Collar 


Perhaps due mainly to the desire for survival, 
labor-management relations in the men’s apparel 
industry have been relatively peaceful. Industry 
sources report that the union, the Amalgamated 
Clothing Workers of America, is on the whole tough 
but fair to deal with; and certainly a peaceful labor 
climate has been beneficial to both parties. 

The open collar is a sign of our times and, as evi- 
denced by the steadily growing consumption of 
sportswear, this type of apparel seems destined to 
become increasingly important. This trend is caused 
by several factors. First, the great exodus to the 
suburbs has resulted in a more informal mode of 
living. Secondly, the trend towards sportswear is 
enhanced by an increase in leisure time. Fewer 
hours spent in the factory or office mean more hours 
spent fishing, boating, golfing, or loafing — with 
new items of apparel. 


Clothes Make The Man 


Nevertheless, there remain at least five days in 
the week during which the proper attire is a suit 
and tie or at least a sports-jacket and trousers com- 
bination with a shirt or tie. Not long ago a man’s 
clothes were the product of painstaking skill by a 
tailor who carefully fitted and refitted them to his 
exact measurements. Although the trend in recent 
years has been towards the purchase of ready- 
made (or store-bought) clothes, the discriminating 
dresser has not had to sacrifice quality and crafts- 
manship altogether. It is entirely possible today to 
buy a suit of clothes from the store and walk out as 
well-dressed as in the days of the suave tailor. 

Not only does one have a wide variety of ma- 
terials, styles and colors to choose from, but one can 
also rely on the integrity of the manufacturer and 
the care that he has put into the clothes he produces. 

One of the better known of the leading quality 
suit manufacturers is Hart, Schaffner & Marx. This 
company sells its output through independent re- 
tailers and also through subsidiaries, which operate 
about 60 clothing stores throughout the country. 
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Viewed over the past three-year period, sales have 
grown while earnings have slowly declined from 
$5.62 in 1956 to $4.17 in 1958, due largely to in- 
creasing competition. 

Another manufacturer and distributor of men’s 
clothes is Bond Stores, which has concentrated on 
volume retailing of popular-priced clothing through 
its chain of about 100 stores. In recent years the 
sales pattern has been rather static, but manage- 
ment is now actively pursuing a policy of expansion. 
The $1.25 dividend provides a yield of 5.6% at the 
current price. 


From Head to Toe 


No discussion of men’s apparel would be com.- 
plete without mention of the hat business. In recent 
years, hats have declined in popularity and, to meet 
this challenge, the manufacturers have embarkec 
upon a two-fold program to stimulate lagging sales 
New lines have been added (Hat Corporation of 
America now carries 160 styles versus 60 three 
years ago) and hats are being more actively pro- 
moted. Also, hats for sports and leisure wear are 
more common now than in years past. Neverthe- 
less, the industry is not yet firmly on the road to 
prosperity. 

If the outlook for the hat makers is somewhat 
speculative, the shoe manufacturers are looking for- 
ward with good reason to a record 600 million pai 
year in 1959. Most of the latter should be able tc 
register sales gains in 1959, aided by increased de. 
mand following last year’s setback. In part, the 
record demand expected this year will reflect pur- 
chases deferred from 1958. Among the various pro- 
ducers, those with retailing outlets appear to be in 
a stronger position. 


Shirts and Shoes 


Cluett Peabody is a well-known and leading manu- 
facturer of shirts and other items of men’s wear. 
Based on prospects of continued improvement in 
sales throughout the balance of the year, the com- 
pany’s 1959 earnings should exceed the $2.59 per 
share reported for 1958. Regular lines include Ar- 
row Shirts, and neckwear, underwear, swimwear, 
sportswear and other men’s garments. While the 
past record has been somewhat erratic, aggressive 
merchandising has produced a substantial sales 
volume in recent years. Of particular interest is the 
company’s jointly-owned Clupak, Inc., formed in 
1958 to develop and license its patent on stretchable 
paper. This project was a joint venture with West 
Virginia Pulp & Paper. Income from Clupak could 
become important in future years. 

Genesco, Inc., which used to be known as General 
Shoe, now has a new name that reflects more ac- 
curately the changed nature of its business in recent 
years. While the company still ranks high among 
the top producers and retailers of shoes, operations 
have been broadened to encompass many other en- 
deavors. Genesco has a 75% interest in Hoving 
Corp., which owns Bonwit Teller, a large New York 
specialty store with branches in other cities, and 
controls Tiffany & Co., the well-known jewelers. 
These acquisitions have now been largely digested 
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N.A.—-Not availab!e. 


Bond Stores: Company has a chain of well-known apparel stores and 
operates manufacturing facilities. Sales and earnings record rather flat 
in recent years, but stock may be held for income and as speculation 
based on anticipation of expansion of retail chain 


Cluett, Peabody: With good royalty income from ‘‘Sanforized’’ patents 
and high-powered merchandising of Arrow Shirt line and other items 
of apparel, stock offers fair yield. Holds joint interest in Clupoak, Inc. 
which makes stretchable paper. 


Genesco: This large producer and retailer of shoes also has diversified 
interests which include such prestige stores as Tiffany and Bonwit Teller 
Recent ecquisitions largely absorbed and digested with some further 
diversification in the offing. 


| Hart, Schaffner & Marx: Compony is a leading producer of men’s cloth 
| ing which it wholesales to independent retailers and markets through 
| its subsidiary outlets. Stocks offers fair yield. 


Hat Corp.: Company's quality line of Knox, Dobbs and Cavanagh hats 
is being actively promoted along with novelty and specialty head pieces 
| New styling and increased advertising outlays augur well for a better 
| year in 1959. Stock somewhat speculative 

| 

| 


Howard Stores: Company operates a chain of popular-priced stores, well 
located geographically, and manufactures own clothing. Business highly 
competitive and past record of company uninspiring 


Manhattan Shirt: Company is a producer of high quality haberdashery 
and sportswear including nationally advertised brands. Has a relatively 
good record in a competitive field. 


| McGregor-Doniger: Company is well integrated with efficient operation 


| Companies Supplying Men’s Furnishings 


Ist Quarter 
1958 - 1958—____- 1959 
Net Earned Net Earned Net Earned Indic. 
Products and Sales Per Sales Per Sales Per Div. Price Range Recent Div 
Type of Business (Mil.) Share (Mil.) Share (Mil.) Share 1959 * 1958-59 Price Yield 
Bond Stores ..........ccccceceeeeseeeseeeees Apparel chain $83.71 $1.74) $48.87 $1.367 $48.87 $1.327 $1.25 2458-14% 22 5.6% 
Cluett Peabody ................. Mfg. men’s wear 97.2 2.59 22.8 48 23.8 58 2.25 63 -32 52 4.2 
Genesco, IIe. ..........cccccccceeeeeeeeeeeee SHOOS, Other ind., stores 218.1 1.89 108.3- 7772 12422 1.06° 1.50 36%-20' 33 4.5 
Hart Schaffner & Marx .............. Mfg. men’s clothing 76.1 4.17 N.A. NA, N.A. N.A. 2.00 45 -22'2 43 446 
Hat Corp. of Amer. ............. . Maker of quality hats 21.0 1.24 10.3° 43> = =12.07 .48- 5 12%- 3% 10 
Howard Stores .... tevsseeseeeeeeee Mfg. clothing chain 25.6 42.57 5.6> N.A. 57> NA 16%- 8'2 «+14 
Manhattan Shirt Co. ............ Men’s shirts, sportwear 32.4% 1.01% 25.64 72% 25.7% 744 70 2234-1244 317) «4,1 
McGregor-Doniger Inc. “A” ...... Men’s & boys sportwear 46.3 1.52 10.6 -34 9.4 28 1.00 20%-10% 18 5.5 
Melville Shoe Corp. .................... Large shoe mfg.; retailer 136.4 1.80 22.4> N.A. 29.0° N.A. 1.30 28%-22's 27 4.8 
Munsingwear, Inc. ......................Undergarments & sport. 37.7 3.41 7.9 54 9.8 .66 1.50 32'2-17 30 5.0 
Phillips-Van Heusen Corp. ... Mfg. men’s appare! 33.5 1.42 8.2 34 8.5 .32 6 15'4- 7'2 12 
Reis (Robert) & Co. ... voseeee Men’s underwear, sports. 47 460 .) d 26 1.1 413 334- 4s 2% 
Reliance Mfg. Co. ..... vecsee Men’s sports. & work cl. 46.5 42.28 9.0 4.22 13.5 93 30's-16'8 29 
Stetson (John B.) Co. ... .... High grade felt hats 18.9 1.01 N.A. N.A. N.A. N.A 30 2414-15'2 22 1.3 
United Merchants & Mfrs. Textiles, Rob’t Hall chain 379.3% 1.20% N.A. .924 N.A. 1.62? 1.00 2012-1078 19 52 
*—Based on latest dividend rate. 1__Year ended July 31. 5—Paid 8% in stock thus far in 1959. 
**—-Fomerly General Shoe Corp. ~—6 months ended April 30. 6—Paid 6% in stock thus far in 1959. 
d—Deficit. 3__Year ended June 30. 7—6 months ending January 31. 
i 


9 Months ended March 31. 5.3 months to March 31. 





ond oggressive merchandising, it ranks as the largest manufacturer of 
sportswear in the U. S. Good yield and moderate growth prospects 


Melville Shoe: The largest integrated shoe company in the U. S. with 
retailing and manufacturing facilities. Outlets includes the Thom McAn 
stores. Although past record not overly bright, current year's results 
should show improvement 


Munsingwear: An old established producer of underwear. Company hos 
done well in past and current outlook continues favorable. Products 
for both men and women include many different items. Stock seems 
relatively fully-valued for near-term 


Phillips-Van Heusen: This well known monufacturer of shirts is also a 
producer of other items of haberdashery. Recent record fails to indicate 
growth trend 


Robert Reis: Company manufacturers ao broad line which includes under 
wear, sportswear, and pajamas. Situation is highly speculative based 
on deticits over period of years 


Reliance Mfg.: Company has undergone a series of changes in recent 
years. Various facilities have been discontinued and new products added 
Should show profit this year, compared with 1958 deficit 


Stetson: This hat producer wholesales its ‘Stetson’’ and “Mallory” lines 
through independent retailers and 17 company owned stores. Diversifica 
tion into other lines of men’s apparel. Recent earnings unimpressive 


United Merchants and Mfrs.: This company is a major factor in the 
textile business with integrated manufacturing facilities and the well 
known Robert Hall retail chain as a subsidiary. Company is aggressive 
Record fair, considering competitive nature of the business 

















ind further diversification and broadening of the 
ales base appears likely. 


Sportswear 


One of the most rapidly expanding areas in the 
nen’s clothing industry has been the field of sports- 
vear. As mentioned earlier in the article, the in- 
‘rease in leisure time and the trend towards more 
nformal living, together with the exodus to the 


suburbs, have combined to expand the market and 
the demand for sportswear. MeGregor-Doniger is the 


eading manufacturer in the field of men’s sports- 
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wear. The company’s success, at least in great part, 
lies in its ability to make attractive, fashionable 
merchandise at popular prices. This has resulted in 
steadily increasing consumer acceptance of its lines. 
Also, its success is due to extensive promotion and 
advertising in many of the leading consumer maga- 
zines. Development of new products is actively pur- 
sued. Management has a firm grip on costs, as evi- 
denced by the fact that in 1958, a notably poor year 
for many companies, McGregor turned in earnings 
of $1.52 per share versus $1.58 in 1957, despite a 
6.3% drop in sales. The current $1.00 dividend pro- 
vides a yield of 5.5%. (Please turn to page 473) 
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Another 1956? 


temind yourself that the mar- 
ket anticipates and runs ahead of 
gains in business and earnings, 
slows down and becomes more 
selective jafter jbusiness shifts 
from recovery to high activity. 
For example, in anticipating and 
discounting the 1954-1957 busi- 
ness cycle, the industrial average 
rose about 91% from September, 
1953, to the end of 1955, but less 
than a net 3% in 1956 as a 
whole—a zig-zag year, replete 
with cross-currents and with 
10% reactions in the average in 
April-May and again in August- 
November while business was 
booming. If history repeats at all, 
no doubt it would be with sub- 
stantial differences, as usual. But 
the fact remains that a spectacu- 
lar rate of market advance never 
continues indefinitely; and the 
performance in recent months 
suggests that you and we must 
contend with the slow-down 
stage, with more zig-zagging, 
more cross-currents. That will be 
allowed for in our recommenda- 
tions of stocks. Allow for it in 
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your policy and thinking. 
Hold-Down 


Three major international oil 
stocks in the Dow industrial aver- 
age are a drag on it and may con- 
tinue to be for some time, in view 
of the world glut of oil. On the 
political side, however, there is a 
ray of light in the foreign oil out- 
look, with a strategic shift in “‘bal- 
ance of power” apparently in the 
making as a result of promising 
oil discoveries in pro-West Libya 
and French-held Algeria. Big 
possibilities are suggested by a 





oo 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 








recent Standard Oil (Jersey) test 
well in Libya producing at the 
prolific rate of 17,500 barrels a 
day. The areas are, of course, in- 
dependent of the Suez Canal and 
nearer the big markets than the 
Middle-East oil fields. Their de- 
velopment would make future tax 
boosts or junking of 50-50 conces- 
sion agreements less likely by the 
Arab governments or Venezuela. 
In investment attitude on inter- 
national oils, relief from the po- 
litical threat could eventually be 
more important than an oil glut, 
since correction of the latter is 
likely over a period of time. 

















1959 1958 
Delaware & Hudson Co. o...ccccccccccessseseees 4 mos. Apr. 30 $.75 $.37 
Ohio Edison 12 mos. Apr. 30 3.71 3.59 
Kerr-McGee Oil Industries .................:cccccceeee . Quar. Mar. 31 98 45 
I TING cicssiiccncbaici _seneisieaniesiedlbensssiiddptsnteiadaiientiae Quar. Mar. 31 1.61 1.29 
SE TITID MIE, - sdcoeniistssninnisitansnsniaonsineomiencbibiad 6 mos. May 3 1.23 81 
aT IIIA icon cncescchcdeiebaiiabaddeaebinbenteainninioti Quar. Mar. 31 1.34 91 
ITI scscindslseailisassicibagielsnlsinaiasaiah 6 mos, Apr. 30 1.95 1.48 
RI I I ss. scscsicsciedanstaceeanabiiigion 9 oms. Mar. 31 1.38 36 
I i TE I, sisi rastislaccamsiadas cucbcsasenielaie Quar. Apr. 30 1.95 81 
Pe I IOI, sects scscsentsensiciocicoiacenns weenie 4 mos. Apr. 30 1.65 82 
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Copper 





There is only one copper 
stock—Anaconda—in the Dow 
average. It is also a drag. Per- 
formance of the whole copper 
group has been disappointing for 
some time. Earnings for 1959 will 
be sharply above 1958’s depressed 
levels, and price-earnings ratios 
are normally moderate. But, as 
we have pointed out before, cop- 
per shares tend to move more in 
line with prices of the metal than 
with annual earnings potentials. 
Copper prices are easing under 
abundant supplies, and will ease 
further for a time if U. S. pro- 
ducers are not hit by a mid-year 
strike. We continue to see no ade- 
quate basis for buying copper 
evuities. 





: 


Others 


Among others of the 30 Dow 
industrials, issues which seem un- 
likely to help the average push 
higher over the near term include 
American Can, American Tele- 
phone, American Tobacco, Inter- 
national Paper, United Aircraft 
and Woolworth. Others, of 
course, can provide a lift. How 
many will, and how much, re- 
main to be seen, in view of some 
of the huge advances heretofore 


test recorded. 

the 

Is a Steels 

_in- 

and The steel stock group has often 
the run ahead or behind the indus- 


de- trial list for intermediate periods 


tax ot some duration. It ran ahead 
ces- last year. It lagged during much 
the of the forepart of this year, de- 
ela spite sharply rising output and 
ter- earnings, as investors pondered 
po- the uncertain implications of the 
be threatened mid-year strike. It has 
lut, regained favor in recent weeks, 
- is with a number of issues now back 


around earlier highs or up to new 


| Tennessee Gas Transmission 


i 

Twentieth Century-Fox Film 
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highs. The consensus seems to be 
that a long strike has become less 
likely; that a moderate, not too 
inflationary, wage settlement is 
probable, with or without a short 
strike; that present steel inven- 
tories are not seriously excessive ; 
that the outlook is favorable for 
the fourth quarter, the full year 


and the long term. This view 
could err in detail. It appears 
right in substance. Since the 
economy has been made more 


shock-proof, steel has long since 
ceased to be the old prince-and- 
pauper industry. It is an efficient, 
technologically - advanced long- 
term growth industry, better able 
than most to cope with long-term 
inflation via adjustment of prices 
to costs. The stocks are not cheap 
by past standards, but neither are 
they yet exhorbitantly priced. 
Leading issues remain well worth 
holding. We have particularly 
recommended Jones & Laughlin 
here at much lower levels, most 
recently in our April 11 issue at 
69. It is now around 78. Advice: 
stay with it. 


Relative Strength 


In addition to machinery issues 
and steels, stock groups showing 
above-average strength at this 
time are air lines, aluminum, auto 
parts, farm equipment, dairy 
products, department stores, rail 
equipment and textiles. Groups 
that have moved up but are still 
under previous tops include coal, 
containers, drugs, electronics and 
tobaccos. The groups showing re- 
lative weakness for some time and 
currently, are mainly aircraft, 
coppers, food stores, electric and 
gas utilities, oils, office equip- 
ments (apart from I. B. M.), and 
sugars. Others performing less 
well than recently at this writing 
are building materials, chemicals. 
finance companies and_ food 
brands. 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1959 1958 


12 mos. Apr. 20 $1.57 $1.79 
Quar. Apr. 30 40 51 
Quar. Mar. 31 95 1.25 
Quar. Mar. 31 54 59 
12 mos. Mar. 31 1.24 1.37 
13 mos. Mar. 29 41 84 
Year Jan. 31 34 65 | 
Quar. Mar. 31 17 43 | 
9 mos. Apr. 30 89 1.35 
Year Mor. 31 1.64 2.51 











Leaders 


Among individual stocks meet- 
ing above-average demand at this 
time, a representative cross sec- 
tion includes: Alcoa, American 
Enka, American Steel Foundries, 
Blaw Knox, Carborundum, Corn- 
ing Glass, Granite City Steel, 
Norwich, Owens-Corning Fiber- 
glas, Revere Copper & Brass, 
Sears Roebuck, J. P. Stevens and 
U. S. Steel. 


Laggards 


As heretofore, exceptionally 
weak stocks are most numerous 
among utilities, aircraft, food 
stores, oils and sugars—but there 
are others. Here are some of 
them: Campbell Soup, Cheme- 
tron, Continental Baking, Con- 
tainer Corp., Continental Can, 
Continental Insurance, Gerber 
Products, Hayes Industries, S. H. 
Kress, Mead Corp., Natomas, 
Ritter, National Cash Register, 
Royal McBee United Biscuit, and 
U.S. Pipe & Foundry. 





American Enka 


Formed some 30 years ago by 
a Dutch group which still holds 
a controlling interest, and listed 
on the New York Stock Ex- 
change, this company is the sec- 
ond largest U. S. producer of 
rayon. Principal products are Ty- 
rex (tire yarn), rayon staple, 
rayon filament yarn, and nylon, 
capacity of which is being ex- 
panded. As with others in the tex- 
tile field, earnings in recent years 
have been far under best older 
levels, but they are improving 
strongly as a result of recovery 
in the trade and the company’s 
diversification - expansion  pro- 
gram. From a depressed $0.93 
a share in 1957, they rose to $1.48 
last year, including $0.46 in non- 
recurring credits. In the first 
quarter of this year they were 
$1.05 a share, against $0.27 a 
year earlier. With the textile re- 
vival now further advanced and 
continuing, they might approach 
$5.00 a share this year, best since 
$5.22 in 1955, when the dividend 
was $2.00 and the stock reached 
a high of 5614. It is now around 
38 on a $1.40 dividend, which 
could be raised later on; and has 
a basis for making speculative 
purchases worth venturing. 


(Please turn to page 474) 
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INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- 
mic decline in that 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 
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Ww ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(+)-—-Seasonally adjusted except stock and commodity prices. 
(a)--Computed from F. W. Dodge data. 
‘b+ Computed from Dun & Bradstreet data. 
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Industrial Production 
(FRB INDEX 1947-1949-100) 


THE TREND FORECASTER 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—tke right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


At the start of the third quarter, the genera! posi- 
tion of the Trend Forecaster, the Relative Strength 
Measurement and their component series remains 
clearly strong. 

On the basis of latest available figures, a majority 
of the eight indicators entering into the Trend 
Forecaster have continued in an uptrend. Stock 
prices have risen virtually throughout the second 
quarter; so have raw industrial commodity prices. 
Average hours worked and durable goods orders 
have continued their persistent uptrend, and non- 
residential construction contract awards have main- 
tained the uptrend begun in early 1959. Housing 
starts have been about stable, after their very sharp 
uptrend of the last half of 1958. New incorporations 
have declined slightly, after an erratic peak in the 
first quarter and the rate of business failures has be- 
haved erratically Sut on the whole favorably. 

Summarizing the strength in individual indica- 
tors, the Relative Strength Measurement has re- 
mained above +3 throughout the second quarter, 
thus forecasting continued strength in business. 
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CONCLUSIONS IN BRIEF 


PRODUCTION — is continuing to advance, but at a 
slower rate than in April or May. Steel production has 
leveled off, and auto production is entering seasonal 
slide. Machinery output still rising; soft-goods produc- 
tion rates firm to rising. 


TRADE —has climbed to about an $18.3 billion 
monthly rate; is likely to average about $18.6 bil- 
lion per month in the last half of the year, with most 
of the remaining increase in soft goods. Durables vol- 
ume now about fully recovered from recession. 


MONEY & CREDIT — Tightness is now the word, as 
borrowed reserves of member banks reach about 
$500 million. Interest rates still rising. Outlook for 
the next six months: increasingly tight, with still 
higher rates for both long-term and short-term funds. 


COMMODITIES — the upbeat in commodity prices re- 
mains moderate. The rate of rise in prices is likely 
to accelerate after July, but not sharply. Price outlook: 
moderate, persistent rise at raw-commodity to retail 
levels. 






MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS) 
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A S the steel wage contracts expire this mid- 
year 1959, the state of the national economy 
has taken on some unusual and interesting as- 
pects. Unfortunately, the implications of these 
developments will not be clear until the steel is- 
sue is resolved and a contract signed, but they de- 
serve comment nonetheless. 

In the first place, the rapidity of the rise in 
general business conditions has been such as to 
throw off even the more optimistic members of 
the forecasting fraternity. Automobile sales have 
experienced a true seasonal expansion of the sell- 
ing rate for the first time in several years, and 
in so doing they have consumed steel which had 
been intended for protective inventories in the 
event of a steel strike. Similarly, the rate of re- 
covery in orders for machinery, equipment, 
freight cars, etc., which require heavy steels, has 
been so rapid as to create almost shortage con- 
ditions in the heavy steel market: Appliance de- 
mand has also advanced sharply. In fact, the busi- 
ness system as a whole has emerged from re- 
covery to prosperity at an almost breathless 
pace. 

At the same time, business is already begin- 
ning to show some strain at the seams. Look, for 
example, at the rate of installment debt forma- 
tion, which is now running close to $5 billion (an- 
nual rate), or the largest one-year jump since 
1955, the year that began high-pressure selling 
on credit. Look also at the $10 billion rate of in- 
ventory increase in April. And look at the rapid 


(Please turn to the following page) 
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Essential Statistics 





















































































































































Latest Previous Year 

THE MONTHLY TREND Unit Month Month Month Ago 

INDUSTRIAL PRODUCTION* (FRB)...... 1947-'9-100 | May 152 150 128 

Durable Goods Mfr..........-..csessse-seeeee 1947-'9-100 | May 168 164 134 

Nondurable Goods Mfr........:-s:ssssese 1947-'9-100 | May 143 142 126 

Mining 1947-'9-100 | May 126 123 108 

a janie: dansilaniiadaneans $ Billions May 18.3 18.0 16.6 

Durable Goods... .........c0. sccscesseeseeeee. | $ Billions | May 6.1 6.1 5.2 

Nondurable Goods $ Billions | May z.. Ws 11.3 

Dep't Store Sales.............eseseeseeseneee 1947-'9-100 | May 145 140 134 

MANUFACTURERS’ 

New Orders—Total”................cccceeee $ Billions Apr. 31.0 30.2 24.5 
Durable Goods $ Billions Apr. 15.6 15.3 10.8 
Nondurable Good,.............0-c000 $ Billions Apr. 15.4 14.9 13.7 

Ship ts* $ Billions Apr. 30.2 29.1 24.9 
Durable Goods $ Billions Apr. 15.1 14.4 11.5 
Nondurable Goods $ Billions Apr. 15.1 14.7 13.4 

BUSINESS INVENTORIES, ENF MO.*| $ Billions Apr. 87.3 86.4 87.6 

Manufacturers’ $ Billions Apr. 50.8 50.3 51.5 

Wholesalers’ $ Billions Apr. 12.1 12.0 12.2 

Retailers’ $ Billions Apr. 24.4 24.2 23.9 

Dept. Store Stocks .............0sssesseee 1947-'9-100 | Apr. 151 148 143 

CONSTRUCTION TOTAL..................ccsee0 $ Billions May 4.6 4.2 40 

Private $ Billions May 3.2 2.9 2.8 
Residential $ Billions May 1.9 17 1.4 
All Other | $ Billions May 13 12 1.4 

Housing Starts*—a Th d May 1340 1390 1039 

Contract Awards, Residential—b...... $ Millions May 1677 1831 1346 
All Other—b $ Millions May 1865 1947 2057 

EMPLOYMENT 

Total Civilian Millions May 66.0 65.0 64.1 

Non-Farm Millions May 52.0 51.4 49.9 
Government Millions May 8.2 8.1 79 
Trade Millions May 11.2 WI 11.0 
Factory Millions May 12.3 12.2 11.2 

Hours Worked Hours May 40.5 40.3 38.7 

Hourly Earnings..........ccss-sseseeee Dollars May 2.23 2.23 2.12 

Weekly Earnings...............0-0000 Dollars May 90.32 89.87 82.04 
PERSONAL INCOME®...00ooo......cccecceceeee $ Billions Apr. 373 370 350 

Wages & Salaries $ Billions Apr. 253 250 232 

Proprietors’ | $ Billions Apr. 59 59 58 

Interest & Dividend $ Billions Apr. 33 33 32 

Transfer Payment $ Billions Apr. 26 26 26 

Farm | $ Billions Apr. 18 17 19 

CONSUMER PRICES 1947-'9-100 | Apr. 123.9 123.7 123.5 

IIT acceonsntinincieurhiinbinialiniceamisiiniegnaiamaesiitin 1947-’9-100 | Apr. 117.6 117.7 121.6 

Clothing 1947-'9-100 | Apr. 107.0 107.0 106.7 

Housing 1947-'9-100 | Apr. 128.7 128.7 127.7 

MONEY & CREDIT 

All Demand Deposits®..................... $ Billions | May 1127 «1125 2=——(1076 

Bank Debits*—g $ Billions May 92.0 93.7 80.4 

Business Loans Outstanding—.......... $ Billions Apr. 31.2 31.2 30.1 

instalment Credit Extended”............ $ Billions Apr. 3.9 3.7 3.3 

instalment Credit Repaid’................ $ Billions Apr. 3.5 3.4 3.4 

FEDERAL GOVERNMENT 

Budget Receipt $ Billions | Apr. 43 8.4 3.5 

Budget Expenditures..................c-s0 $ Billions Apr. 6.4 6.5 6.1 

Defense Expenditures...................... ..| $ Billions Apr. 3.9 3.9 3.6 

Surplus (Def) cum from 7/Veccc....| $ Billions | Apr. (13.2) (11.0) 6.1) 





PRESENT POSITION AND OUTLOOK 





rise in interest rates, and the fact 
that the banking system is already 
about as deep into a negative re- 
serve position as it can get. 

It is certainly much too early, 
on the basis of these thin reeds, 
to argue that the business recovery 
is heading for trouble. However, 
the recovery is certainly now be- 
having on historical principles, and 
conforming closely with previous 
periods of the postwar years. We 
are entitled to note that rapid ex- 
pansion in inventories and instal- 
ment debt, and rising interest 
rates, are the normal precursors of 
a general business adjustment, 
even though it may still be a year 
or more off. 


* * * 
SECOND QUARTER NATIONAL AC- 
COUNTS — by all indications, 


Gross National Product in the sec- 
ond quarter rose to a new record 
level of about $480 billion (sea- 
sonally adjusted annual rate). This 
is a gain of about $13 billion over 
the first-quarter rate. The increase 
is distributed approximately as 
follows: 


Personal consumption expendi- 
tures for durables goods have risen 
another $2.0 billion; outlays for 
soft goods have climbed about $2.0 
billion; and service outlays of in- 
dividuals have advanced another 
$1 billion. Total increase for per- 
sonal consumption: about $5 bil- 
lion. 

Among the components of gross 
private domestic investment, total 
new construction has shown no 
change, as a slight rise in nonresi- 
dential work has been offset by a 
slight decline in the homebuilding 
category. But the rate of inven- 
tory accumulation has evidently 
risen by about $4 billion, and out- 
lays for producer durables has 
climbed about $2 billion. Total 
change in investment activity, 
about $6 billion. 

At the government level, state 
and local expenditures have evi- 
dently risen about $1 billion, and 
federal spending about $1 billion. 


Note too that the great bulk of 
the advance in dollar output and 
expenditures in the second quarter 
is “real’’, in the sense that only a 
very small portion can be attri- 
buted to rising prices. 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 












































-_ To 1958 1959, perhaps in a range around 
a — — — — $53 billion, on a before taxes base. 
This is an extremely sharp ad- 
GROSS NATIONAL PRODUCT ................ 467.0 453.0 439.8 427.1 vance, and looks all the sharper 
Personal C ption 300.5 295.9 291.5 286.2 sco > . “at adhe. 4 
Private Domestic Invest. ccccccsssooco. 70.2 61.6 54.5 509 | because of the greatly reduced 
Net Foreign Investment 0.3 0.4 17 17 level of annual earnings in 1958. 
oo Purchases =e Pe os pos Quarter to quarter during 1958, 
8 naan RE 42.3 41.0 39.9 3a6 | the earnings level rose, from about 
$32 billion in the first quarter to 
ee ee ee ay = a oe; | $38 billion in the third quarter, 
Disposable Income ...........-.s 320.9 315.8 315.1 306.1 and then to $45 billion in the 
Consumption Expenditures .... 300.5 295.9 291.5 286.2 fourth quarter as recovery began 
Personal Saving—d .........--cv:suessseesenves 20.4 19.9 23.6 19.9 in earnest. In the first half of 
onc ' macata arnt » . 
“ORPORATE PRE-TAX PROFITS ............ a 45.2 37.9 317 1959, aggregate earnings have 
ili a ACERT a 23.0 19.3 16.1 | probably exceeded a $50 - billion 
Corporate Net Profit .....ocescessnsenseen fei 22.2 18.6 15.5 annual rate, and are still rising, 
Dividend Payments senienieeehnaaiabiunn 12.5 11.8 12.5 12.5 although now at a much slower 
Retained Earnings ..... « ....s-ssessereerees = 10.4 6.1 3.0 rate than last vear 
ae c . 
PLANT & EQUIPMENT OUTLAYS -....... 312 30.0 29.6 32.4 On top of greatly expanded 
earnings, there has been a moder- 
THE WEEKLY TREND ate further increase in deprecia- 
— re : tion inflow, with the result that 
Vane Ending Wash Weck psn total internal funds generated by 
operations have clearly set a new 
MWS Business Activity Index*..| 1935-’9-100 June 13 317.0 316.9 273.3 recorca A good deal of the in- 
MWS Index—per capita* ...... | 1935-'9-100 June 13 233.3 233.3 204.6 creased ae flow has f a ite 
Steel Production .....ccessressveeeee % of Capacity June 20 92.9 92.0 64.9 — as ; " a ound 1ts 
Auto and Truck Production....| Thousands June 20 170 165 111 way into higher corporate liquid- 
Paperboard Production ............ ——— Tons June 13 330 295 291 ity, but over the next several 
Paperboard New Orders............ Thousand Tons June 13 309 248 272 1arters it is likelv to flow i 
Electric Power Output’............ 1947-'49-100 June 13 258.6 2549 2330) “I _ tle : . I i. : - into 
Freight Carloadings.............s-v++9 Thousand Cars June 13 709 683 622 casn outiay or plant anc equip- 
Engineering Constr. Awards....| $ Millions June 15 546 523 430 ment, the spending rate for which 
Department Store Sales........... 1947-’9-100 June 13 142 150 138 is already rising relatively sharp- 
Demand Deposits—c..........sss0-s« $ Billions June 10 57.4 56.1 57.1] ly 
Business Failures—s ....... «-.-«0-+ | Number June 11 295 314 254 * 
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CORPORATE PROFITS — they are 
clearly headed for a new record in 
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centers, (na)—Not available. (r)—Revised. (s) 
Exch. Comm., Budget Bureau. 


ted. (a)—Private starts, at annual rates 


. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 
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No. of 1959 Range 1959 | 
Issues (1925 Cl.—100) High Low June 12 June 19 
300 Combined Average ........... 478.7 436.9 468.6 467.7 
4 Agricultural Implements ...... 440.0 356.2 440.0 447.0 | 
3 Air Cond. (‘53 Cl.—100) .... 137.2 125.0 132.3 129.9 
10 Aircraft (‘27 Cl.—100) ....... 1375.1 1191.0 1276.9 1264.6 
7 Airlines (‘27 Cl.—100) ........ 1429.4 1079.6 1309.5 1339.5 
4 Aluminum (‘53 Cl.—100) .... 517.0 392.0 512.7 517.0H 
5A ts 239.1 200.5 237.1 239.1 
6 Automobile Accessories ..... 489.7 413.4 469.6 477.6 
DI. cecieienstnimcsonene 116.0 93.7 111.9 113.8 
4 Baking (‘26 Cl.—100) . 41.3 38.7 39.0 38.3 
4 Business Machines ................. 1395.5 1225.9 1330.3 1317.2 
1 ID intttitinenainniemnns 808.4 692.9 774.4 774.4 
4 Coal Mining ........... 34.5 28.1 34.2 33.9 
4 Communications ... 203.8 164.6 187.5 185.8 
D CeRmeWOMOR  ccecccccccccsees 178.9 158.7 171.2 169.6 
7 Containers ........cccceeceeee 1142.6 988.8 988.8 999.8 
6 Copper Mining ..... 344.6 280.7 325.1 314.0 
2 Dairy Products ..... 157.4 138.8 157.4 157.4 
6 Department Stores 133.2 119.1 133.2 132.0 
5 Drugs-Eth. (‘53 Cl.—100) .... 467.4 379.5 427.5 435.5 
6 Elec. Eqp. (‘53 Ci.—100) .... 319.3 268.8 306.0 311.3 
3 Fi Compani 726.5 661.8 704.9 704.9 
5 Food Brands ...........ccecseeen 446.1 406.3 434.1 422.2 
ee TD ccseenann 279.6 247.1 247.1 247.1 





Low June 12 


























(Nov. 14, 1936 Cl.—100) High June 19 
100 High Priced Stocks ............ 297.9 268.4 291.3 290.5 
| 100 Low Priced Stocks vc 655.3 585.4 638.2 635.2 
S Gels Wiig ceecceccsescccssssesese 996.6 853.0 946.0 937.5 
4 Investment Trusts .............. 190.6 174.2 176.1 174.2L 
3 Liquor (‘27 Cl.—100) ........... 1564.6 1429.2 1444.2 1429.2L 
FO 545.5 452.4 518.9 527.8 
3 Mail Order ........ 355.5 253.1 353.1 350.6 
4 Meat Packing 249.6 204.4 222.0 222.0 
5 Metal Fabr. (‘53 Cl.—100) .. 207.7 181.3 200.6 204.2 
9 Metals, Miscellaneous ....... 409.6 369.4 376.7 373.0 
4 Paper 1275.4 1170.1 1193.5 1170.1 
Be IID: nicnceicenansnnianiiiiinpinasi 885.5 776.9 793.6 776.91 
21 Public Utilities  .....ccccccccccccees 365.4 338.3 338.3 338.3 
6 Railroad Equipment ..... 99.8 86.9 98.0 98.9 
 ,. 76.7 71.7 73.9 73.9 
3 Soft Drinks ..... 657.4 599.8 640.1 657.4H 
ff ene 449.7 392.5 449.7 434.5 
4 Sugar 144.7 103.0 103.0 99.1L 
SS SE cceesmmninenne 863.3 710.5 710.5 687.6L 
11 TV & Electron. (‘27 Cl.—100) 107.1 65.6 97.4 96.7 
EE cane 226.0 176.6 220.8 226.0H 
3 Tires & Rubber 271.2 216.1 258.5 258.5 
5 Tobacco 191.5 172.9 172.9 178.0 
3 Variety Stores  ........c.ccc00 350.9 331.4 344.4 344.4 
20 Unciassif’d (‘49 Cl.—100) ..... 277.8 239.8 270.6 270.6 








H—New High for 1959. L—New Low for 1959. 
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Trend of Commodities 





SPOT MARKETS—The BLS index of 22 sensitive commodities 
was slightly higher in the two weeks ending June 19, thanks 
to some improvement in raw foodstuff prices, while indus- 
trial raw materials were mixed, The index of the latter de- 
clined 0.1% during the period, as the result of lower prices 
for copper scrap, cotton, hides, rubber and tin. Advances in 
burlap, print cloth, steel scrap, tallow and wool tops failed 
to counterbalance the weak items. 

Meanwhile, the rank and file of commodities did little dur- 
ing the period and the BLS comprehensive weekly wholesale 
price index lost 0.1% in the fortnight ending June 16. The 
decline was caused by a 1.1% drop in the index of farm 
prices, while the index of all commodities other than farm 
products and foods gained 0.1%. 


FUTURES MARKETS—Commodity futures were a mixed lot in the 
two weeks ending June 19, although more commodities rose 
than fell. Higher quotations were registered for wheat, corn, 
oats, rye, coffee, hides, zinc and lead, while lower prices 
ruled for lard, wool tops, world sugar, cocoa, rubber and 
copper. Soybeans and cotton were mixed with some months 
advancing and others declining. The Dow-Jones Commodity 
Futures Index gained 1.35 points to close at 150.58. 

Wheat futures were higher during the period and the 
September option added 3'4 cents to close at $1.90. Congress 
is still working on a price support bill, with any increase 
in supports facing a Presidential veto, Harvesting has been 
expanding rapidly but a good deal of wheat will undoubtedly 
go into a loan program and this has made for firm prices. 
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BLS PRICE INDEXES Latest 2Weeks 1Yr. Dec.6 

1947-1949—100 Date Date Ago Ago 194! 

All Commodities June 16 119.4 119.5 119.2 60.2 

Farm Products June 16 90.1 91.1 95.6 51.0 

Non-Farm Products June 16 127.9 127.8 125.3 67.0 

22 Sensitive Commodities June 19 88.1 87.9 86.0 53.0 

9 Foods June 19 82.1 81.6 90.6 46.5 

13 Raw Ind‘l. Materials June 19 92.3 92.4 82.8 58.3 

5 Metals June 19 95.2 95.5 86.7 546 

4 Textiles June 19 80.1 79.4 763 563 

MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 

1959 1958 1953 1951 1941 

High of Year 160.5 154.1 162.2 215.4 85.7 

Low of Year 152.1 146.5 147.9 176.4 74.3 

Close of Year 152.1 152.1 180.8 83.5 

DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 

1959 1958 1953 1951 1941 

High of Year 152.7 159.0 166.8 215.4 84.6 

Lew of Year 144.2 147.2 153.8 174.8 55.5 

Clese of Year 147.6 166.5 189.4 84,1 
464 
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The Revival Of Capital 
Spending 





(Continued from page 438) 


pand, the makers of electrical 
products for industry will also 
benefit. Large defense outlays 
and huge contracts for many com- 
p:nies have masked the fact that 
industrial electrical equipment 
has been one of the hardest hit 
sectors of the economy. Other 
companies, such as Minneapolis- 
neywell and Robertshaw Ful- 
ton have enjoyed stabilization 
from their sales of heating plant 
rerulators for the building in- 
dustry, but for Square D and 
( \tler-Hammer, there has been 
ne haven from the recession. 
Cutler-Hammer, with the acqui- 
si ion of Airborne Instruments, 
has taken steps to remedy this 
si uation for the future, but for 
the moment it will welcome an 
upturn in electrical control de- 
vices for industry. Fortunately, 
it appears in the offing. All of the 
company’s major industrial cus- 
tomers, which includes textile 
manufacturers, auto companies, 
most of the steel industry and 
the paper industry, are budget- 
ing higher plant outlays for the 
full year, and for the months im- 
mediately ahead. Since most of its 
products can be produced quick- 
ly, earnings should rebound. 
Square D’s industrial products 
are about the same as Cutler- 


— 


Hammer’s. Without the latter’s 
new-found diversification, how- 
ever, earnings are particularly 


nsitive to swings in capital 
spending. Full earnings recovery 
still appears in the future, but. 
since early in the first quarter 
«ew orders have consistently ex- 
ceeded shipments, indicating a 
re profitable year than the 
12 reported in 1958. The stock 
wever is speculative. 


t 


SS 


Summary 

We have discussed industries 
ere the evidence of an upswing 
business from capital spending 
newest and the most striking. 
ere are other areas, however. 
Timken Roller Bearing, for example, 
has benefitted all year from the 
heavy capital spending by the 

ito industry both for plant re- 
novation and for tooling for its 

w “compact” models due in 
1960. Earnings have not yet been 

(Continued on page 467) 
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@ Take a close look...at sites nearer more people 


. More customers ...more workers more 


industry -.. more resources... more power... 


more superior transportation. Join the Nation's 


blue-chip industries in the B&O area! 


Plan with 
a BeO PHONE OR WRITE: 
man! ' T. G. Gordon, Industrial Agent 


BALTIMORE 1 


G. E. FERENCE, Ind. Development Agf. 
NEW YORK 4 Digby 4-1600 


FIELDING H. LEWIS, Industrial Agent 
PITTSBURGH 22 COurt 1-6220 


LExington 9-0400 






A. C. TODD, Industrial Agent 
CINCINNATI 2 DUnbar 1-2900 


W. E. OLIVER, industrial Agent 
CHICAGO 7 WaAbash 2-2211 


Baltimore & Ohio Railroad 
Constantly doing things—better! 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 
1. Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


2 

8. No inquiry will be answered which does not enclose stamped, self- 
4 

5. 


Special rates upon request for those requiring additional service. 





Dresser Industries 

“You have reported in your publica- 
tion, that at present there is an over- 
supply in the oil industry. I have 
wondered what effect this will have on 
Dresser Industries’ operations. I would 
appreciate pertinent data and also 
please include recent amount of com- 
pany’s backlog of unfilled orders.” 

M. R., Ithaca, N. Y. 

Dresser Industries produces a 
wide line of equipment used in all 
major phases of the oil and gas 
producing and transmission in- 
dustries. 

For the six months ended April 
30, 1959, net earnings after taxes 
were $4,743,792 on sales of $110,- 
732,661. This compares with the 
first six months period in 1958 
when net earnings after taxes 
were $4,968,470 on net sales of 
$114,365,493. Earnings per share 
for the six months to April 30, 
1959 were $1.01 per share com- 
pared with $1.11 in the corre- 
sponding period of the preceding 
year. 

Earnings of 63 cents per share 
in the second quarter showed an 
increase of 25 cents per share 
compared to the 38 cents in the 
first quarter. Net sales in the 
second quarter amounted to $59,- 
955,438 and this showed a gain 
of $9,178,215. This improvement 
in net earnings in relation to sales 
is the result of both the increase 
in volume and the company’s ef- 
forts to keep unit costs of pro- 
duction at the lowest possible 
level. 
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The greater portion of the im- 
provement in sales and earnings 
came in those Dresser companies 
which serve primarily the dril- 
ling segment of the oil and gas 
industries. These companies have 
been affected not only by con- 
tractions in the level of drilling 
activity for two successive years, 
but also by price reductions that 
were in part, the result of keen 
competition for the available 
business. 

According to the chief executive 
of the company, “it appears that 
sales and earnings have passed 
their low point and that moderate 
but steady improvement will oc- 
cur from this point forward.” 

The recovery in general busi- 
ness activity that began in early 
spring has been rapid and has 
affected nearly every section of 
the economy. The resulting im- 
pact on the oil industry, one of 
Dresser’s principal markets, has 
been quite favorable. Domestic 
demand for refined petroleum 
products is expected to show a 
gain of approximatelv 5% over 
that of 1958. The level of domes- 
tic crude oil production in 1959 
is expected to show a good gain 
over the low point of 1958. The 
firming of crude oil and refined 
product prices has improved oil 
and gas industry earnings with 
the result that expenditures in 
1959, particularly in drilling and 
production, are expected to show 
important increases. The number 


of drilling rigs in operation is § 


significantly above the level of a 


year ago and the improved econ- 3 
omic climate suggests a continua- 7 


tion of this favorable trend. Thus, 
Dresser anticipates further im- 
provement. 

As of April 30 the company’s 
backlog of unfilled orders was 


$50,237,000 compared with $2,- | 
923,000 at the beginning of the | 


fiscal year. 
The quarterly dividend is 50 
cents per share. 


American Steel Foundries 


“IT have been a subscriber to your ma- 
gazine for about 30 years and value 
it highly. Please furnish recent earn- 
ings data on American Steel Foundries 
and also indicate outlook and include 
recent backlog of unfilled orders.” 

E. L., Savannah, Ga. 


American Steel Foundries is an 
important manufacturer of rail- 
road equipment parts and also 
makes steel castings. The railroad 
business is about 55% of the 
total, according to the company’s 
president and he also stated “the 
steel wheel business continues to 
improve, with five new plants now 
producing steel wheels, three in 
the U.S. and two in Canada.” 

In the six months ended March 
31, 1959 American Steel Foun- 
dries had net income of $2,179,- 
815, equal to $1.67 per share, on 
sales of $48,643,634. This com- 
pares with net income of $3,054,- 
843, equal to $2.37 per share, on 
sales of $54,551,406 in the same 
period a year ago. While earnings 
for the first six months of the 
fiscal year were less than a year 
ago, income for the quarter ended 
March 31, 1959, of $1,678,645, o1 
$1.28 per share, was 34% higher 
than in the comparable quarter 
a year ago and was higher than 
in any quarter since December 
1957. Results were adversely af- 
fected in the first 6 months of 
this fiscal year by a strike that 
began in mid-November at the 


St. Hyacinthe plant of Griffin 9 


Steel Foundries, Lt., a wholly- 
(Please turn to page 474) 
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reported, but the company has 
indicated full capacity operation 
in recent months. 

In addition, some of the figures 
mask crosscurrents. Utility out- 








lays are down, for instance, but 
bee for new plants and heavy 
3 generating equipment. Transmis- 
§ sion and distribution equipment, 
§ on the other hand, has continued 
) in good demand, easing the im- 
‘ion is @ pact on such basic utility sup- 
el of «| pliers as General Electric, Westing- 
1 econ- | hovse and McGraw-Edison. 
itinua- | uch of the new trend in capi- 
Thus, | tal spending is just becoming 
er im- | evident. Moreover, most of it is 
stil going into modernization 
pany’s | programs rather than into build- 
s was) ing plans for creating added 
h $2,- § capacity. ; ; ; 
of the "he American businessman is 
) fully aware that plant capacity 
is 50 | is more than adequate in most 
industries. He is also fully aware, 
however, that the costs of operat- 
- I ing existing plants can be lower- 
) ed by capital improvement. From 
our ma- § the evidence, he is not sitting on 
d value his hands in the competitive 
wb wore! struggle . END 
includ: § —— 
ah, Ga. The Billions In Subsidies 
sisan| That Unbalance Our Budget 
f rail- § — 
Rover (Continued from page 424) 
f the Water Pollution Control: In each 
pany’s | of the past three years grants of 
d “the | $50 million have been authorized 
ues to | to help communities in construc- 
[S NOW | tion of waste treatment facilities. 
ree IN | In his 1959 and 1960 budget mes- 
a. sages the President recommend- 
March ed that this responsibility be left 
Foun- ' entirely to state and local govern- 
2,179,- | ments. The recommendation has 
re, ON | been ignored. The House Public 
, com- | Works Committee has favorably 
3,054,- | reported a bill which would ex- 
re, On | tend the program 10 more years 
same Fand boost annual grants to $100 
‘nINgs | million. Up to this time the Sen- 
f the ate has initiated no legislation 
i year "in this area. 
ended 
45, or Total Costs 
igher 
ag te The total expenditure impact 
aieaes of these six bills in the approach- 
ly af. in& fiscal year would be some- 
Oe at thing less than $2 billion ; never- 
. that theless, they would necessitate de- 
i ‘ficit spending and consequent ex- 


*riffin ;pansion of the public debt. In 
. \the first four full years after the 







_ ~ §six programs got under way, 
, }their total cost would total $16.4 
TREET Diuiy 6. 1989 








billion, an average of $4.1 billion 
a year, reaching a fourth year 
peak of about $6 billion. 


Congress Should Be Frank 


The President’s recommenda- 
tions in the six areas total a bit 
less than $3.5 billion over a four- 
year period. If the Congress feels 
compulsion to go ahead with its 
proposed legislation, then it 
should frankly tell its constitu- 
encies that they will have to (1) 
pay more taxes, (2) suffer more 
inflation through further deficit 
financing, or (3) sacrifice pos- 
sible future tax reductions. 

Well-organized pressure groups 
are vigorously lobbying for one 
or more of the six programs, a 
situation which precludes any 
marked degree of frankness from 
Capitol Hill. Taxes and inflation 
are terms shunned by too many 
members of the national legisla- 
ture; ergo, all of the six pro- 
grams may be enacted into law 
over the objections of a cost-con- 
scious minority—if not during 
the present Session of Congress, 
almost certainly in the forthcom- 
ing election year when a Presi- 
dential veto might be more easily 
over-ridden. 


Unrealistic Claims 
Re Temporary Nature of Grants and 
Loans 


The programs briefly reviewed 
here, are declared by their pro- 
ponents to be either temporary 
in nature-or repayable loans. His- 
torically, no Federal aid program 
is “temporary.” Federal aid, like 
Topsy has “just growed,” and 
has become a permanent and cost- 
ly fixture in our national plan- 
ning, burgeoning into multi-bil- 
lion liabilities, whether the pro- 
grams be in the nature of direct 
grants or so-called loans. 

Perhaps a notable exception in 
the loan area would be the rural 
electric cooperative program. Ap- 
proximately $3 billion of Treas- 
ury funds have been loaned to the 
coops with a bad debt charge-off 
of less than $40,000. It must be 
noted, however, that the interest 
rate of two percent has never 
equaled the interest paid by the 
Treasury in over two decades of 
deficit financing. 

The farm price support pro- 
gram is a startling example of aid 
growth at taxpayer expense. Ori- 
ginated in World War II as an 
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Southern California 
Edison Company 

















DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 





COMMON STOCK 
Dividend No. 198 
65 cents per shore; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 49 

28 cents per share; 
PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 45 

28'/2 cents per shore 


Che above dividends are pay- 
able July 31, 1959 to stock- 
holders of record July 5. 
Checks will be mailed from 
the ¢ office in Los 
Angeles, July 31. 





m pany’ s 













P.C, HALE, Treasurer 







June 18, 1959 





Pacific Gas and Electric! 
Company | 


/ DIVIDEND NOTICE 
‘A COMMON STOCK 
DIVIDEND NO. 174 


The Board of Directors on 


¥ June 17. 1959. deciared a : 
° : 
| ash dividend tor the sec . 
i 


ond quarter of the year 
of 65 cents per 
n the Company 
capital stock 
dividend will be paid by 
heck on July 15, 1959, te 
mmon stockholders of 

d at the close of 
business on June 26, 1959 


share 
s com 


This 


mon 


K. C. CHRISTENSEN 
Vice President and Treasurer 
Son Francisco, Calif. 4 


| “ae k i suai 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 46 





Tux BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Two 
and One-Half Cents (52%2¢) 
per share on the capital stock of 
the Company, payable August 
15, 1959 to stockholders of rec- 
ord at the close of business July 
15, 1959. 

JOHN MILLER, Secretary 


June 24, 1959 























incentive to farmers to produce 
more food and fiber for the fight- 
ing forces—our own and those of 
our Allies—the program is still 
in existence. And, like some of 
the six programs noted, it is a 
“loan” program, farmers borrow- 
ing on surphis commodities at an 
interest rate of 314 percent. Only 
a small fraction of the loans are 
repaid, leaving Uncle Sam with 
warehouses bulging with farm 
surpluses. These have built up to 
the extent that we now have $9 
billion in storage at annual ware- 
house rentals nearing $1 billion. 

Much of this vast farm prod- 
ucts stockpile is destined to de- 
cay, some of it will be given or 
sold to depressed nations—pay- 
ment being in depreciated cur- 
rencies. A small fraction will be 
doled out to the needy and hungry 
of this country. Reverting brief- 
ly to storage rental costs, we now 
spend more for these each year 
than we spend on our entire 
school lunch program. Despite 
these conditions, we lay out enor- 
mous sums each year—around $3 
billion—to buy and store more 
food surpluses. Now we are about 
to embark on an egg purchase 
program, most of the eggs to rot 
in storage! 

Since the war-time inception 
oj the farm price support pro- 
gram, Uncle Sam has invested 
around $14.5 billion in surplus 
jarm commodities for a net loss 
oy $9.5 billion. And the coming 
fiscal year presages an “invest- 
ment” of $2.75 billion more! Re- 
cent Department of Agriculture 
forecasts reveal this year’s wheat 
crop will be sufficient for 30 ad- 
ditional months. Wheat now in 
storage is valued at $3.1 billion, 
enough to buy 437 jet bombers! 
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Farm Aid Now Costs Every U. S. 
Family $131.89 Per Year 


Since the end of World War 
II, the beginning of the farm 
price support program, Uncle 
Sam’s investment in surplus farm 
commodity inventories and crop 
loans has grown—on a per fami- 
ly basis—from $12.78 to $131.89. 
The appended table shows each 
family’s “investment” in six 
basic farm crops at the end of 
1958. 


Family “Investments” in Surplus 
Farm Commodities 
(As of Dec. 31, 1958) 


Quantity Per 
Commodity in Invent. Family 
a 777 mill. bu. 14 bu. 
a 1,168 mill. bu. 21 by. 
Gr. Sorghum........ 161 mill. ewt. 300 Ibs. 
Tebeceed .....0s0000000s 12 mill. bs. 1/5 bb. 
Soy Beans............. 13 mill. bu. (1 pk.) 
ND scieitinnaciidetaieiin 72 mill. Bu. 1 bu. 


Not only is the farm price sup- 
port program a taxpayer’s night- 
mare—it is a device that drains 
away Treasury funds in a man- 
ner that, although legal, raises 
questions of morality, while 
pointing up that such laws are 
written without consideration for 
possible abuses. Referred to is the 
“soil bank” program whereby 
farmers are paid for non-produc- 
tion of commodities which would 
head for the expensive storage 
bins. Some examples folow. 


A Few of the Abuses 


Idle lands in one western state 
have been rented for as low as 
25 cents an acre, placed in the 
soil bank for a return of $8.00 
an acre because nothing was 
planted on them — a profit of 
3,000 percent! Even President 
Eisenhower’s Gettysburg farm 
has been the recipient of Federal 
largesse for 
Many members of Congress, 
while writing farm legislation, 


have been direct financial bene-' 


ficiaries of our soil bank “gim- 


mick,” or have gained through } 


the system of crop controls de- 
signed to curb agricultural sur- 
pluses. This situation clearly 
shows the faults and weaknesses 
in the Farm Aid Bill. 

The Chairman of the House 
Agriculture Committee, resident 
of a vast tobacco producing State, 
was. recently revealed as holding 
tobacco production permits worth 
a small fortune annually. Other 


unplanted crops../ 


members of the national legisla 
' ture have drawn crop subsidy 


payments or other farm “aids” ing, 


sums ranging from $20 to many 
thousands. 

The abuses and waste which 
have invaded the farm price sup 
port program—a “giveaway” ai 
best—can readily move into th 
six programs previously detailed 
Distressing to the taxpayer beer4 
ing the burden is the seemingly 
callous indifference of the law 
makers to the grave implications 
of inflation and heavier taxes. 


The Remedy Is Simple 


2 


Yet, if there was a cut ing 
subsidy measures — farm re} 
lief—housing—urban renew 
al—civilian airport aid—whi: 
could be implemented at bot 
state and local levels, we wovl 
be able to carry on the aid 
education, water pollution con 
trol, reclamation of waste and 
desert areas, and other essen 
tials of national advantage ané 
growth that would greatly 
benefit the country and en 
hance our future outlook. 

As July looms on the calendar, 
the national legislators are def. 
initely moving in a direction lead. 
ing to either more taxes — a: 
early as next year—or more cde 
ficit financing and an ever-closer 
approach to disastrous inflation. 

Until such time as the voters 
awaken to the dangers, we car 
only look forward to heavier bur- 
dens for ourselves and for un- 
born generations. It is, as Abra- 
ham Lincoln said, the job of the 
Federal government to do for th 
people what they cannot do fo 
themselves, But apparently wé 
are embarked on a program of 
doing everything for everybody 
thus relieving local units—publi 
or private—of any responsibility 
for their simplest needs. Nineteer 
civilizations have disappeared 
their demise traceable to fiscal ir® 
responsibility. Is the United 
States fated to be the twentieth! 

EN 










A Realistic Approach To 
A Common Market For 
Latin America 





(Continued from page 447) 
struction of modern manufactur 
ing plants. 

At the Eighth Conference o 
the Economic Commission fo 
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Latin America, held in Panama 
City last May, Latin American 
delegates set down principles for 
a common market. A group of 
experts were appointed to draft 
a basic agreement, which is to 
. rovide for the eventual abolition 
into the§ of trade barriers between the Re- 
detailed§ nyilics. This group is scheduled 
er beer§iy :neet again prior to February, 
emingly§jo¢). But the commission faces 
he law§y» jeadline for submission of the 


licationg qr. °t agreement. Therefore, pro- 
axes. 








e whicht 
rice sup 
way” at 














igress in reaching an accord, 
"whch will satisfy all the Re- 
le pul lics, will be slow work. 
1 cut ir Problems 
arm rej 
renew any of the South American 
—_whi2}# countries still are extremely re- 
at bot luc ant to give up high tariffs on 
fe woul@ im»oorted goods as part of their 


de-ire to protect developing do- 


e aid ti . 2 > 
mestic industries. This attitude 


ion con : : 

iste an@ clearly is the negation of the 
r esseng Whole common market concept. 
age and S¢ eral of the Republics still in- 
great] Sis' on special consideration for 
ind ens their products or special con- 


ok. ditions before they join a com- 
alendar) Mon market. Venezuela is a typi- 
eal example. It is said that Cara- 


ire def: : , 

on lead. c@8 Plans to increase import 
; __ ge duties on a series of industrial 
ore de. goods so that Venezuela would 
r-closer find it impossible to join a com- 
iflation, ™On market unless special con- 
. voters ditions were set forth for her. 
we call Actually, many economists in 
‘er burg Latin America believe the transi- 
for un, tional period before a common 


; Abra. ™*rket will be set up may take 
J of the 2other decade, and favor addi- 
tional studies of the problem. 





Ped 7 Some believe it is necessary to 
tly we Proceed gradually toward a gen- 
ram of °'#! integration of the entire re- 
rybodyy £102: Others maintain that a com- 
_publig ™0" market should be brought 
sibilit about through first establishing 
ineteem '° rional groupings and then 
pearedy “ave all of them later into a sin- 
seal ir 1° unit, : 
United W ashington is urging the Latin 
ntieth' American governments to act 
enn P sitively and not settle for par- 
_} tial measures. Fact that problems 
and differences of interests al- 
1 To ready have risen among the Re- 
or ' publics can be regarded as a 





clear indication of the seriousness 
| with which the formulation of a 
— > common market is taken. For 
47) § instance, initial moves toward the 
es lablishment of Euromarket also 
d scouraged European economic 
p anners on many occasions. Diffi- 
culties and even setbacks that 
w ill delay progress can be expect- 





factur 





nce 0 
on fo 






STREE 
JULY 4, 1959 





ed. But in view of the expected 
population explosion in the Re- 
publics and the need to develop 
Latin America’s full economic po- 
tential, U. S. businessmen must 
feel encouraged that a sincere ef- 
fort is being made. 


The Role of the U.S.A. 


Of vital importance is the de- 
cision to participate increas- 
ingly in Latin American econom- 
ic affairs. American willingness 
to play a strong role in the new 
Inter-American Bank will prove 
to be a tremendous step forward 
in pushing the industrial develop- 
ment in the Republics. This bank 
will be capitalized at $1 billion, 
of which $450 million will be pro- 
vided by the U. S. The institu- 
tion’s capital will be divided into 
two distinct categories: the bank- 
ing section which will have $850 
million for loans in dollars; $150 
million to be used to finance a de- 
velopment fund from which 
credits will be authorized in vari- 
ous currencies which will be re- 
payable in local exchange. 

Principal function of the Bank 
will be to promote the investment 
of development capital, both pri- 
vate and public, in Latin Ameri- 
ca. It also is to help the Republics 
plan their own development pro- 
grams and promote technical as- 
sistance when needed. Headquar- 
ters of the Bank will be in Wash- 
ington and its policy will be form- 
ulated by a Court of Governors 
consisting of one representative 
from each Republic. 

Indications are the new Bank 
will not be functioning during the 
fiscal year of 1960. If this proves 
to be the case, then the State De- 
partment will have sufficient time 
to coordinate lending policies of 
the Export-Import Bank and the 
World Bank so as to prevent 
duplication of efforts. 

It is encouraging that the U. S. 
has taken the initiative in setting 
up a workable hemispheric de- 
velopment bank in response to 
the urgent call from Latin Ameri- 
ca for positive American help. 
This bank also will act as a valu- 
able catalyst for private U. S. 
capital that will go into new busi- 
nes ventures in Latin America. 


Politics and Protection for the 
Investor 


Contrary to the opinion of pes- 
simists here, the U. S. no longer 
will take Latin America for 
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STANDARD 
CELEBRATES ITS 


50th ANNIVERSARY 
THIS YEAR 


by continuing to serve: 
© Transportation * Construction 
* Agriculture * Petroleum 
© Public Utilities * General 
Industry and Government 
better with Rockwell-Standard: 
* Axles * Transmissions 
* Torque Converters 
¢ Leaf and Mechanical Springs 
* Bumpers * Cushion Springs 
* Brakes * Forgings * Stampings 
* Grating * Universal Joints 
° Executive Aircraft 
and newly added: 
* Lighting Standards 
DIVIDEND NOTICE 





The Board of Directors has today 
declared a regular quarterly dividend 
of fifty cents (50¢) per share on the 
Common Stock of the Company, 
payable September 10, 1959, to stock- 
holders of record at the close of 
business August 17, 1959. 

A. A. Finnell, Secretary 
June 15, 1959 


ROCKWELL-STANDARD CORPORATION 


Coraopolis, Pennsylvania 





FEDERAL PAPER BOARD CO., Inc. 
Common& Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day, declared the following quarterly 
dividends 
50¢ per share on Common Stock 
28 34¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common Stock dividends are payable 


July 15, 1959 to stockholders of 
record at the close of business June 
29, 1959. 

Dividends on the 4.6% Cumulative 


$25 par value Preferred Stock are pay- 
able September 15, 1959 to stock- 
holders of record August 31, 1959. 
ROBERT A, WALLACE 
Vice President and Secretary 
June 16, 1959 
Bogota, New Jersey 





a= DIVIDEND NO. 79 ==! 
Hudson Bay Mining 
and Smelting Co., Limited | 


A Dividend of seventy-five cents 
($.75) (Canadian) per share has been 
declared on the Capital Stock of this 
Company, payable September 14, 1959, 
to shareholders of record at the close 
of business on August 14, 1959 
J. F. McCARTHY, Treasurer 



































granted. Even though there is no 
immediate threat of a communist 
takeover in a Latin American 
country (other than Cuba), the 
long-range threat is inevitable. 
While the co’d war certainly can- 
not be won in Latin America, it 
could be lost there through 
lack of cooperation from Latin 
America, source of many strate- 
gic raw materials and a huge 
market for our exports. There is 
no escaping the fact that Latin 
America is under today’s cir- 
cumstances this nation’s most 
valuable trading and investment 
area. The Administration and 
Congress, now and in the years 
ahead, also must take great care 
in appointing the best qualified 
ambassadors to the Republics. 
Every effort will be made by 
this country to help stabilize com- 
modity prices as part of a plan 
to adapt American economic poli- 
cies to the realities of Latin 
America. Although this will be a 
most formidable task, the objec- 
tive is well worth the struggle 
and sacrifices that will have to 
be endured. Traditional disincli- 
nation by the U. S. to get closely 
involved in commodity agree- 
ments will be gradually weaken- 
ed. This step eventually will 
prove to be a tremendous boon 
to private industry in _ this 
country in its struggle to com- 
pete with foreign concerns for 
world markets. END 





Travail Of Suburbia 





(Continued from page 441) 
new employees also bring more 
children, and more demand for 
homesites and schooling. 

The cities, on the other hand, 
suffer a further loss in tax rev- 
enues making it necessary to level 
new taxes on those who live and 
work in town. 


The Impact From Industry 

But the impact is more wide- 
spread, however. Rail transpor- 
tation is geared to service urban 
industry. Terminal points are 
usually centered in large indus- 
trial areas so that a broad cross 
section of industry can be served 
from central locations. As indus- 
try moves out to the suburbs, 
however, new problems arise. The 
carriers are forced to either build 
numerous and costly spur lines 
to carry directly to and from 
decentralized plants, or they must 
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abdicate to alternate forms of 
transportation. 

One important result of this 
trend has been the rapid rise of 
the trucking industry, which is 
better geared than the rails for 
door-to-door delivery and pick-up 
of freight. An unfortunate corol- 
lary, however, has been the in- 
creased economic power it has 
placed in the hands of the Teams- 
ter Union, and James Hoffa, put- 
ting us at the mercy (7?) of this 
one small group, and enabling 
them to exercise a_ virtual 
stranglehold over our economic 
existence. 

Furthermore, the diversion of 
freight traffic from the large 
cities adds to the railroad’s bur- 
den in maintaining its right of 
way. As freight revenues slide, 
losses on commuting operations 
become even more onerous, lead- 
ing to suggestions and demands 
by the carriers that they be allow- 
ed to curtail or completely dis- 
continue commuter operation. 


Are There Solutions 


From the foregoing it is ob- 
vious that for good or ill the great 
mid-century migration of the 
American people has had a pro- 
found effect on our economy. In 
terms of investment alone, the 
cost of this movement staggers 
the imagination, but some creep- 
ing evidence of a reversal of the 
process raises the horrible ques- 
tion of how much was well spent 
end how much was just waste. 

Let’s take the reversal first, 
which is now only vaguely evi- 
dent, but apparent nevertheless. 
Aside from taxes, Mr. Commu- 
ter has found that the suburbs 
are far from idyllic. Where he 
day-dreamed of lazy weekends 
under a weeping willow, or un- 
told hours on the golf course, the 
realities of life place him behind 
a lawn mower, a hammer or a 
paint brush, keeping up with 
endless household chores. More- 
over, the 40 minute ride on the 
commuter’s special has become 
nothing but a notation on a time- 
table. In reality, breakdowns and 
prolonged stops at overcrowded 
stations has stretched out his 
travel time considerably, while 
the agony has been increased by 
unkempt, badly ventilated, over- 
crowded and outdated equipment. 


Back to the Cities 


As his children pass the infant 
stage, therefore, he has begun to 
look with longing eyes at the 


carefree existence of the city 
apartment dweller—and in fact 
is beginning to move back. Per- 


haps the reversal will never 

amount to much, but the outpour- 

ing to the suburbs started with! 
just such a trickle. It is worth 

noting that this reverse move. 

ment may be further stimulated 

by the growing threat of over- 

building of apartment dwellings 7 
in the large cities. As these new! 
units outstrip demand, they may” 
eventually go begging. A conse. | 
quent reduction in rentals would 

undoubtedly stimulate the in-/ 
terest of many a weary commu-/ 
ter. 


Industrial Adjustment Too 


As for waste, just its contem-/ 
plation is appalling. Reference! 
has already been made to the 
duplication of retail outlets in 
suburban communities. But if the 
suburban urge proves transitory, 
what about the enormous cost of 
closing down manufacturing fa- | 
cilities in the cities to move them | 
into outlying areas. The huge 
capital spending spree of recent 
years has been in no small meas- 
ure dependent on this type of op- 
eration, yet much of it has been 
mere duplication of facilities that 
existed elsewhere. Nevertheless, 
the cost of new building has of 
necessity been included in the 
price structure, whether to pay 
for the new facilities or to com- . 
pensate businesses for the loss 
of the old. 

Of course, the new plants are 


teed 


more efficient—just their new- f 
ness assures that—but their ad- § 


dition to our economic well-being 
consists only of the net differ- 
ence between the old and the new 
efficiency. Yet we have deluded 
ourselves that each dollar of new 
plant expenditure has created | 
something new and added to our 
national well-being. In actuality, 
it has probably added more to the 
price structure than it has to the 
physical flow of goods. 


Conclusion 


Out of all this, the problem 
adds up this way. We have cre- 
ated an awesome suburban mon- 
ster that has contributed much tc 
the well-being of our people, but 
is beginning to lose its charm be- 
cause the suburbs, under the im- | 
pact of a rising population is los- 
ing its rural character. In the 
process, however, permanent dis- 
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ruptions in transportation, taxes 
and other costs have been built 
into our economy; communities 
have been swamped with fiscal 
problems they are often unfit to 
cope with; and the city, the 
twentieth - century backbone of 
America has been impoverished, 
shorn of its principal assets and 
saddled with greater responsibil- 
ities. 
[he answers are not as easy 
to come by. Transportation can 
undoubtedly be bolstered by low- 
ering the tax burden of the rail- 
roads, and perhaps by equaliza- 
tion subsidies to help them com- 
pete with other subsidized forms 
of transport. After all, trucks 
aid buses roll along publicly built 
roads, steamships ply the seas 
protected by cost-differential sub- 
sidies, and the airlines operate 
under massive subsidies. 

Or perhaps the answer lies in 
turning the commuting function 
over to public authorities with 
broad powers to integrate inter- 
urban travel. The success of such 
authorities as the Port Of New 
York Authority, with power to 
raise revenues on its own, speaks 
well for this suggestion. 

But of greater importance is 
the need to end the chaotic 
growth of outlying communities 
so that they may retain their 
rural characteristics and a hold 
or their new populations. On the 
other hand, the commuter will 
probably have to bear more of 
the tax burden in the cities, if 
these are to continue to provide 
the essential services he requires. 
In effect, the existing situation 
must be stabilized, lest the outlays 
of the post war years go down 
the drain. To attempt to delib- 
erately undo what has been done 
would be foolhardy. To continue 
the trend in its present chaotic 
fashion would be criminal. END 





Farm Machinery Upturn 
Continues In High Gear 





(Continued from page 454) 


account dividends received. 

Sales in fiscal 1958 were over 
$470 million, with unconsolidated 
ioreign subsidiaries adding an- 
other $35 million. Earnings 
growth over the long term doubt- 
lessly will be retarded by rising 
costs. It is illuminating to note 
that 1958 net income which near- 
lv eenalled the 1950 record re- 
quired 54% greater sales volume. 





ended April 30, 1959 were $3.75, 
with $2.67 earned in the April 
quarter alone, compared to $2.25 
and $1.68 in the six months and 
April quarter respectively a year 
before. For the full year, earn- 
ings are estimated in the $6.25 
to $6.75 range, and while present 
shareholders can retain their 
holdings, any new _ purchases 
should be carefully timed in view 
of the rise the stock has had. 
International Harvester earnings in 
the April quarter soared to $2.42 
per share, compared to $0.79 
earned in the similar 1958 quar- 
ter. While the third quarter out- 
look depends heavily on _ steel 
strike eventualities and possible 
tire shortages, it seems reason- 
able to estimate that full year re- 
sults will recover sharply from 
the depressed $2.69 of fiscal 1958. 
The $5 level is not out of reach 
and some liberalization of the 
dividend is possible. 

Harvester is the largest com- 
pany in the industry, its products 
also including trucks and con- 
struction equipment. This mix is 
particularly auspicious, for all 
these sectors appear in for an up 
year, with longer term factors al- 
so encouraging. Trucks accounted 


for 47% of 1958 sales, farm 
equipment 36%, construction 
equipment 12%, with the re- 


mainder coming from miscellan- 
eous activities. Harvester is the 
only integrated manufacturer, 
maintaining its own coal, iron 
ore and steel properties. 

Harvester accounts for about 
a third of the domestic farm- 
equipment market and over a 
fifth of construction equipment 
production. Its motor trucks are 
divided about equally between 
heavy trucks, where it is possibly 
the leading factor, and light 
trucks, where the company’s 
overall share of industry produc- 
tion equalled about 13% last year. 

Harvester is unquestionably 
the dominant U. S. manufacturer 
in the foreign market, with an 
investment in foreign subsidiar- 
ies of well over $100 million. 
Foreign subsidiaries, with 1958 
sales of $475 million, paid divi- 
dends to the narent last year of 
over $18 million. 

Harvester’s vrofit margins, 
while not up to Deere’s nerform- 
ance level, have nevertheless been 
satisfactory, with earnings ver 
share averaging $3.52 in the last 
ten years and dividends averag- 
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Earnings for the six months 





ing $2.00. While the shares have 
nearly doubled from the 1958 
low, they are good quality and 
possess longer range potential for 
appreciation as the company’s 
earnings show signs of continu- 
ing to rise. 
Caterpillar Tractor is the leading 
manufacturer of track-type trac- 
tors, the familiar bulldozers, and 
as such is the leading factor in 
the earth moving field. It stands 
to benefit greatly from the Fed- 
eral highway program, expendi- 
tures for which are expected to 
approximate over $100 billion be- 
tween 1958 and 1971. From an 
estimated $7 billion this year, the 
annual level should reach and be 
sustained at $8 billion by 1962. 
Caterpillar is well represented 
abroad with plants in England, 
Brazil, and Australia and fore- 
ign sales in 1958 constituted 39% 
of the company total. The subsi- 
diary Caterpillar Credit Corp. is 
on an _ increasingly profitable 
basis. Earnings since 1954 have 
averaged $4.17 per share, and 
while they slackened in 1957 and 
1958, the interim results this year 
give promise that a good come- 
back is well under way. For the 
five months ended May 31, net 
per share equalled $2.47 com- 
pared to $1.04 in the like 1958 
period. As evidence of the im- 
provement, directors recently 
proposed a three-for-one split to 
be voted upon by stockholders 
August 11 and an increase in the 
dividend from $0.60 quarterly to 
$0.75. Earnings for the full year 
could reach $5 or more, and while 
the shares seem to be largely dis- 
counting the near term prospects, 
they do represent a high grade 
issue for participation in the 
roadbuilding program and other 
developments in the construction 
and earth moving fields. 


Allis-Chalmers recently announced 
that backlogs were at their high- 
est peacetime total, having risen 
82% since the end of 1958 to 
$255 million on May 6. Earnings 
in the March quarter just re- 
leased were seriously affected by 
a prolonged strike, and a deficit 
of $0.43 per share was reported. 
However, for the full year, the 
$2.34 of last year should be 
equalled and it is conceivable that 
the comnanv liberalize its divi- 
dend which had been $2 annually 
from 1952 to 1957, but was cut 
to $1 with the earning decline. 
Allis - Chalmers, operating 
through nine divisions, manufac- 
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tures power generating, trans- 
mission and distribution equip- 
ment, earth moving machinery, 
and materials handling equip- 
ment in addition to its line of 
farm machinery. It is also in- 
volved in construction of the En- 
rico Fermi atomic power plant 
near Detroit and recently ac- 
quired two companies in the con- 
struction machinery field by ex- 
change of stock. 


J. 1. Case, which had earned as 
much as $9.03 per share in the 
post-war period, had fallen on 
hard times since the boom farm 
equipment years, incurring sub- 
stantial deficits in 1954 and 1956. 
However, under the forceful lead- 
ership of Mr. Mare Rojtman, the 
company has staged a rather 
dramatic comeback, as the fully 
taxed earnings of $0.81 per share 
in the April quarter will attest. 
Mr. Rojtman joined Case at the 
time of merger with American 
Tractor, and the combination of 
the two companies has made Case 
one of the few manufacturers in 
the world offering a full line of 
equipment for both agricultural 
and industrial markets. Not only 
did Mr. Rojtman introduce new 
concepts of engineering, design, 
and merchandising, but he over- 
hauled the all important dealer- 
ship organization. 

A most unique promotional un- 
dertaking was a display of their 
products in Denver in 1958 and 
Nassau in 1959 for which Case 
had their dealers flown in. At Nas- 
sau, approved orders for $300 
million worth of equipment were 
written. Current capacity cannot 
handle this volume, but the com- 
pany does estimate sales this year 
of $210 million and earnings per 
share around $2.25. Serious con- 
sideration will be given to rein- 
statement of a cash dividend. 
Looking ahead, Case management 
believes the company can support 
an annual sales volume of well 
over $300 million with only mod- 
erate capital outlays. This could 
produce earnings in the area of 
$4 per share. Case continues to 
be one of the more attractive 
speculative participations in farm 
and construction machinery. 





Timely Study of Bank Stocks 


See Our Next Issue 











Canadian- 
based company, is truly world- 
wide in scope, with a 1958 sales 
breakdown of U. S., 30%, France, 


Massey-Ferguson, the 


2%, United Kingdom, 13%, 

other European countries, 10% 
Canada, 9%, South Pacific (pri- 
marily Australia) 6%, Africa, 
5%, Latin America, 2%, and 
Asia, 3%. Massey had also fallen 
on some lean years, but new 
management installed in 1957 
completely reorganized the com- 
pany, making several drastic 
changes, especially in dealerships. 
The noticeable improvement in 
profit margins since then led to 
earnings last year (partially tax- 
free) of $1.25 and in the first 
half of this year of $1.03 (again 
partially tax sheltered) up from 
3¢ in the 1958 first half. These 
are highly speculative shares 
however. 


Minneapolis - Moline has turned 
around completely from two 
‘years of deficit operations to 
earnings of $2.01 in the April 
quarter, completely tax-free due 
to tax loss carryforwards (which 
still aggregate $4.94 per share). 
130 new dealers were added in 
the six weeks to May 1, debt re- 
duced from $17 million to $4 mil- 
lion. Credit for this reversal goes 
to new management installed in 
November, 1957. While common 
dividend resumption is not an im- 
mediate prospect, the perform- 
ance to date is sufficientlv encour- 
aging to warrant watchful con- 
sideration. 


Oliver Corp. is still another ex- 
ample of a company whose for- 
tunes are on the rise after some 
rather — years, which saw 
earnings decline fairly steadily 
from a high of $4.69 in 1948 to 
$0.13 in 1957. On half a million 
shares more outstanding as a re- 
sult of conversion of a preferred 
issue called for redemption, earn- 
ings in the six months ended last 
April 30 were $0.53 compared to 
$0.10 reported in the like 1958 
period. Oliver also has a growing 
stake in road building machinery 
and achieved a further measure 
of diversification in 1955 by en- 
tering the outboard motors field. 
It now acts as U. S. distributor 
for an English firm to which it 
assigned its motor designs in re- 
turn for an 11% stock interest 
in that company. While Oliver 
has done a commendable about 
face, the shares are still specula- 
tive at the moment. END 





Divergent Prospects For The 
Railroads 





(Continued from page 451) 


ry 


during the recent recession. 

Paralleling the continued up- 
turn in earnings, cash resources = 
for the industry should expand 
markedly in coming months. It ‘sf 
interesting to note that industry} 
finances last year improved over? 
the 1957 levels, thanks to cut-f 
backs in capital programs and the? 
resurgence in second-half earn-7 
ings. Particularly good improve- 
ments in the current financial 
positions of several roads have/ 
recently been noted, incteding § 
Santa Fe, Illinois Central, Nor-} 
folk & Western and Western P:-! 
cific. 

Dividend Hikes Ahead 


Based on an examination cf 
the financial resources of majcr 
systems and projection of earn-! 
ings for the second half, the fo- 
lowing roads may liberalize cur- 
rent dividend payouts, either 
through an increase in the going 
rate or year-end extras: Santa Fe, 
Atlantic Coast Line, Baltimore & 
Ohio, Chicago Great Western, Rock 
Island, Illinois Central, Norfolk & 
Western, Frisco, Southern Pacific, 
Union Pacific, Western Maryland 
and Western Pacific. To date, in 
1959, only Denver & Rio Grande 
has increased—#s quarterly dis- 
bursements. (This stock was re- 
commended in our July 5, 1958 
issue—page 429—at 40. After 3° 
for 1 split the stock is selling at 
20, equivalent to 60 on the old 
stock. In succeeding paragraphs 
we will briefly discuss some of the 
major rail systems, outlining 
their immediate prospects and 
long-range potential. 

Santa Fe stands among the bet- 
ter-quality rail issues, and is off 
te a good start this year. Since 
the common stock has advanced 
over 70% from its 1958 low 
mark, the issue has considerably 
discounted prospects for contin- | 
ued earnings improvement in the | 
months ahead, as well as the fa- | 
vorable long-term outlook. The 
secure dividend could be _ in- 
creased this year. 

With the aid of bumper grain 
crops, profits for the blue-chip 
Union Pacific held fairly constant 
last year. A new earnings peak | 
is possible this year, and with 
oil and gas income improving 
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once again, the shares should con- 
tinue to attract institutional buy- 
ing. Extensive land holdings lend 
additional attraction to the issue. 
The neighboring Southern Pacific 
is also on the way to setting a 
new earnings record this year. 
And, with finances bolstered by 
the receipt of large dividends 
from the recently absorbed St. 
Lcvis-Southwestern Railroad, the 
current $0.75 quarterly dividend 
could be boosted by the year end. 

In the Northwest, both Great 
Northern and Northern Pacific 

hich are considering merger) 


were able to boost their 1958 
profit levels over the preceding 
yar totals, reflecting heavy grain 
cop movements and good cost 
control. Further gains are indi- 
c ted for the two earriers this 
year. Considering the gradual in- 
( istrialization of the eastern and 


‘stern termini of each system 
d the substantial benefits that 
uld be derived from eventual 
‘rger, present holdings should 
maintained. 

Under the guidance of 
management, Chicago & North 
Western is revitalizing operations. 
Profitable results were achieved 
la 
I 


— st 


new 


t year, and further improve- 

nt is under way in 1959. Sub- 

intial arrears have been re- 
duced on the income bonds, and 
resumption of preferred divi- 
dends is entirely possible next 
year. Considering the high lever- 
age factor, speculative commit- 
ments might be sustained. The 
Milwaukee has posted stable earn- 
ings results in recent years, and 
larger profits seem _ possible. 
Cpening of the Seaway holds 
long-range potential. 

Kansas City Southern, an efficient 
system in the Southwest, ranks 
among the best for the industry 

s a whole. Earnings of close to 
>10 a common share are indicated 
for 1959, and the low dividend 
payout could be liberalized. Mis- 
souri-Kansas-Texas is a marginal 
system but operations are on the 
upswing reflecting aggressive 
management, which has under- 

ken complete rehabilitation of 
he property. While the common 
s not a good risk currently, the 
vonds offer large returns and ap- 
preciation opportunities. 

Missouri Pacific “A” shares 
tand at the end of heavy debt 
tructure, and are highly lever- 
ged. With available earnings to 
ise on larger revenues and re- 

uced sinking fund charges, the 
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present $0.60 quarterly dividend 
could be increased over the inter- 
mediate term. 

In the Southern region, Atlantic 
Coast Line and Seabord Air Line are 
contemplating merger terms, and 
have speculative appeal on that 
basis. Southern Rail has a bright 
future, based on continued in- 
dustrialization of the area. Man- 
agement is far sighted, and will 
not boost freight rates at the ex- 
pense of traffic. Liberalization of 
dividends is not likely before next 
year. The stock is sound and 
worthy of retention. 


Gulf, Mobile & Ohio has been 
hard-pressed by keen competi- 
tion. Rising costs have also play- 
ed a part in retarding earnings 
growth, but the upturn in busi- 
ness is bolstering 1959 earnings. 
The current $2.00 should be 
maintained. based on_ possible 
earnings of around $3 a share. A 
reduction in the dividend last 
year hurt Illinois Central shares, 
but with finances improving and 
the profits outlook satisfactory, 
seme increase in the current 
$0.50 quarterly rate is probable. 

The similar annual earnings 
patterns of the Pocahontas roads 
will be disrupted this year. The 
severe erosion of overseas coal 
demand will be particularly felt 
by the Virginian. Nonetheless, 
tight cost control should enable 
the road to hold earnings near the 
$3.24 of 1958 and maintain the 
present dividend. Meanwhile, 
Norfolk & Western, which is con- 
templating merger with the Vir- 
ginian, is on the way to setting 
a new profits peak. C. & O. will 
benefit from increased domestic 
coal takings as well as imvroved 
manufacturers business. The $1 
quarterly is thoroughly secure. 

In the East, New York Central 
generally attracts a large specula- 
tive following when business is 
on the upswing. While deferred 
maintenance must be worked off. 
share-earnings this year could 
total better than $4 a share and 
dividend resumption is possible. 
Only nimble traders should play 
with this issue, however. The 
Pennsylvania common has _ not 
fared as well marketwise as the 
Central, reflecting its more acute 
passenger problem and _ lesser 
earnings potential. The company 
recently ordered 23,500 new 
purchase. We would stick with 
sveculative holdings in view of 
freight cars, of which 20.000 will 
be acquired via lease rather than 








the current depressed price. 

Low-priced Erie and Lackawan- 
na, which have announced terms 
of merger, should experience a 
comeback in earnings this year. 
These depressed issues could 
come to life in a better rail mar- 
ket. Delaware & Hudson is a specu- 
lative holding and has a measure 
of appeal based on management’s 
plan to eventually buy in up to 


500,000 shares, or 30% of the 
outstanding stock. END 





New Look In Men’s Clothing— 
and Manufacturers Involved 





(Continued from page 457) 


Reliance Manufacturing, is a ma- 
jor producer of men’s work cloth- 
ing, as well as men’s, boys’ and 
women’s sportswear, women’s 
dresses and other apparel. Work 
clothes, which are not as subject 
to the vagaries of style as wo- 
men’s lines, comprise almost 50% 
of total volume. Last year, a 
deficit of $2.28 per share was re- 
ported, as against a profit of 
$2.44 in 1957. Reliance has since 
overhauled its policies, and is 
now concentrating on increasing 
the average unit sales price of its 
products, along with reducing its 
costs. In the first quarter of 1959, 
sales were 49% above a year ago, 
and earnings amounted to 93¢ per 
share, compared with a loss of 
22¢ in the initial 1958 period. 
For the year 1959, Reliance 
should show satisfactory earn- 
ings. 

One of the top integrated pro- 
ducers in the textile field is United 
Merchants & Manufacturers. The 
company has a strong trade posi- 
tion. Operations include the ma- 
nufacture of a wide variety of 
fabric, both natural and synthetic 
plus ownership of the Robert 
Hall chain, one of the fastest 
growing retailers of family cloth- 
ing. Men’s suits sold by this chain 
are made by the company. U. M. 
& M. also has a large commercial 
factoring business, and, as an 
off-shoot of its textile operations, 
processes plastic film and pro- 
duces a self-adhesive plastic wall 
covering. 

For the current fiscal year end- 
ing June 30, earnings could be 
well in excess of the depressed 
$1.20 per share reported for the 
1958 fiscal year. The stock yields 
more than 5% on the $1.00 per 
share annual dividend. END 
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Stocks and the Money Market 





(Continued from page 431) 
rising prices, the Industrial 
Average showed indications of 
attempting an upside penetra- 
tion of the May 29 peak. Superior 
behavior of the Railroad Average 
pointed to reassuring “in gear” 
technical action. Meantime, ad- 
vances last week outnumbered 
declines (by 7 to 51%) for the 
first time since Mid-May. Even 
utilities, which fell to a new low 
for the year under pressure of 
investment liquidation, rebound- 
ed later in the week to register a 
modest gain.—Monday, June 29. 





Answers to Inquiries 





(Continued from page 466) 
owned Canadian subsidiary. The 
plant resumed operations on a 
partial] basis in March and was in 
full operation in May. 

The forecast for the last half 
of the fiscal year is for higher 
earnings than the first half, ac- 
cording to the chief executive of 
the company, “and the current 
quarter which ends June 30 will 
be exceptionally good. The fourth 
quarter, traditionally lower be- 
cause of vacation shut-downs, 
could be adversely affected if 
there is a steel strike.” 

Backlog of unfilled orders in- 
creased to $34 million at March 
31, 1959, compared to $23 million 
on December 31, 1958, and $21 
million on September 30, 1958. 

In the first fiscal quarter ended 
December 31, 1958, the railroads 
ordered 10,900 new freight cars 
and during the quarter ended 
March 31, 1959, they ordered 
16,700, more cars than they or- 
dered during the entire 1958 fiscal 
year. In the last 6 months it is 
estimated 30,000 will be ordered, 
which would be a total of about 
58,000 in the 1959 fiscal year. 

As regards the non-railroad 
business of the company, im- 
provement in the roller chain and 
sprocket business started in Au- 
gust, and new business for the 6 
months of the fiscal year was up 
30% and for the second fiscal 
quarter was up 50%. Diamond 
Chain Co. Inc., serves 200 indus- 
tries where power is used for 
material conveyed. The Pipe Line 
Service Corp. coating and wrap- 
ping business is good, twice what 
it was four years ago. Pipe Line 
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is the largest company in this 
field. Its growth potentials are 
substantial because of the close 
alliance to the oil and gas indus- 
tries. There have been some in- 
creases in machine tool purchases, 
but not in the lines produced by 
the Elmes & King division, 
although inquiries have increased. 

The financial position of the 
company continues good. At 
March 31 working capital a- 
mounted to over $28,800.000, 
which was $900,000 higher than 
at the beginning of the year. 
Further increases are expected 
in the balance of the year. Capital 
expenditures for 1959 will be 
about $5,500,000. 

The companv intends to pursue 
further its diversification pro- 
gram. 

Annual dividend rate is $2.40 
ver share. END 





For Profit and Income 





(Continued from page 459) 


Air Lines 


Due to a persistent cost squeeze 
and a shabby deal from CAB in 
regulation of fares, we have not 
heretofore taken a favorable view 
of air line stocks. An additional 
adverse factor has been CAB’s 
policy of handing out new route 
awards right and left, intensify- 
ing the competition on all main 
routes. But it now appears that a 
fairer deal is in the making, 
mainly on rates, but probably, 
to some extent. in further new 
route awards. There has hereto- 
fore been no formula or apparent 
over-all philosophy on rate mak- 
ing. In the general fare investi- 
mation begun by CAB in 1956, 
the examiner has now recom- 
mended that rates be set to per- 
mit a “fair” return on invested 
cinital and has proposed a return 
of 10.25% for the four largest do- 
mestic lines and 11.25% for the 
others. If this concept is sub- 
stantially adopted by the Board 
as seems likely, future traffic 
growth should yield better share 
earnings; and a basis will be es- 
tablished for permitting future 
fare relief, if justified by costs, 
with less delay than previously. 
Because it is relatively advanced 
in the transition to jet service 
and the break-in costs thereof, 
American Airlines is now best 
situated among the domestic car- 
riers, and is likely to have stand- 


out earnings on a 12-month for- 
ward view. For the same reason, 
this is true for Pan American 
in the foreign field. These two 
stocks appear to be the best bets 
in the group now for some fur- Jf 
ther advance. 


Hold Good Utilities 


Utilities ignored rising bond 
yields up to mid-March, but have 
since sagged under further and 
more marked deterioration in 
the bond market. At the average’s 


- SRE oe ac © 


low to date the reaction remain- 
ed under 10%, following a rise of © 


some 52% 
1957, low; and 180% from the 
mid-1949 level. There may well 
be some further easing; but we 
would not liquidate long-term in- 
vestment positions here. Sound 


opportunities for new buying will F 
be offered when there is evidence 7 


from the October, 9 


that the adjustment is nearing | 


completion. Keep in mind that 
this is a growth industry. For 
years stock values and 
dends—especially in the case of 
the best-situated companies —- 
have far more than outrun infla- 
tion. The present inflation pic- 
ture appears no more alarming 
for utilities than it has been here- 
tofore. Of course, utility yields 
remain well under bond yields. 
The same is true and more so of 
the average industrial stock. 
There are basic reasons why that 
is so and why it will continue 
for the presently foreseeable fu- 
ture, even though nobody can say 
what the utility stock-bond yield 
ratio may be when stability in 
the utility market is restored. 


Building 


Home building activity may 
have passed its peak, judging by 
the latest report on residential 
starts; but it will be at a rela- 
tively high level for the full year, 
and it will be aided by dynamic 
population growth in the next 
decade or so. Among the best 
stocks to hold, or to buy on dips, 
is Flintkote. The company is ag- 
gressive and expanding. It makes 


divi- | 


a wide line of building materials | 


and floor coverings, also paper 
nackaging materials and other 
industrial products. Off mod- 
erately last year, profit could 
reach a new peak apvroaching 
$3.40 a share this year. Dividends 
on the stock, recently split 3-for- 


2, are at $1.80. Around 41, the | 


issue is not excessively priced. 
END 
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138 Points Profit Taken on 2 Stocks 
— Releasing Cash for New Opportunities 


SOUND PROGRAM 
FOR 1959-60 


A FULLY ROUNDED SERVICE 
For Protection— Income—Profit 


There is no service more practical . . . more 
definite . . . more devoted to your interests 
than The Forecast. It will bring you weekly 
Three Investment Programs to meet your 
various aims . . . with definite advices of what 
and when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

Program 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3 — Sound stocks in medium and lewer- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market .. . Advises What Action to 
Take . .. Presents and interprets movements by 
industry of 46 leading groups comprising our 
broad Stock Index. 


Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
- - 100 High-Priced Stocks . . . 100 Low-Priced 


Stocks; also Dow-Jones Industrials and Rails 
from 1950 to date. 

Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 

Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 

Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries. 








Jd n keeping with our policy of “salting down” profits on 
some of our Forecast stocks when cautionary signs appear— 
we advised subscribers in our May 26th bulletin to accept 
138 points gain—increasing cash reserves ready for new op- 
portunities. 


Our analysts are constantly searching for attractive is- 
sues—candidates for stock splits—with increasing earnings 
and dividends—likely to prove as lucrative as our past re- 
commendations. 


—For example, of 3 Forecast “buys” chosen last June, Den- 
ver & Rio Grande Western has just split 3-for-1 so for 
each share bought at our recommended price of 39, 
subscribers now hold 3 new shares at 20—representing 
over 50% appreciation ... Beech Aircraft has risen from 
26%, to 36%, ... while Southern Pacific rose from 45 to 
70 spurred by increased earnings. 


—Our International Tel. & Tel. has been a 1959 market lead- 
er raising its dividend and splitting its shares 2-for-I so 
for every share subscribers bought on our original recom- 
mendation at 181% they hold 2 shares now at 37%— 
representing 308% profit. 


JOIN IN OUR NEW PROGRAM — LOOKING TO 1959-60 


By enrolling now you will receive the names of all our 
new and coming recommendations as we release buying 
advices. Once you buy them you will have the security of 
knowing that we will advise you from week to week in our 
bulletins just how long each stock should be retained—when 
to take profits and where and when to reinvest. 


This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt concerning 
your position. 


Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new selections and coming opportuni- 
ties as we point them out to subscribers. 





SPECIAL OFFER—Includes one month extra FREE SERVICE 








Mail Cum on 


oA. THE INVESMENT AND BUSINESS FORECAST 
Y of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y 


SPECIAL OFFER 


MONTHS’ $75 SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE Air Mail: [) $1.00 six months; [J $2.00 00 Telegraph me collect your Forecast ree- 
one year in U. S. and Canada. ommendations . . . When to buy and 
MONTHS’ Special Delivery: ([) $7.80 six months: when to sell . . . when to expand or con- 
] SERVICE $125 C) $15.60 one year. tract my position. 
SE arte Ne En ER 
Complete service will start at Address 
once but date as officially be- City 
ginning one month from the day State...... SI aa 
your check is received. Sub- Your subscription shall not be assigned at last up to 18 of wour securities for our 
scriptions to The Forecast are any time without your t initial analutical and advisory report. 





I enclose [1] $75 fer 6 months’ subscription: [) $125 for a year’s subscription 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 











deductible for tax purposes. 
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Hannibal 
BY HAROLD LAMB 


Magnificent is the proper word for 
every thing Hannibal did—he moved 
big armies against all but impossibly 
large odds, he won great battles, and 
he suffered tremendous defeats. And 
here, with power and understanding, 
Harold Lamb has recreated the full 
story of Hannibal—the man, the mili- 
tary leader, and the boy who inherited 
an unwavering hate for Rome. 


Hannibal was known for his military 
genius, but his overland campaign 
against Rome with foot soldiers, cav- 
alry, baggage train, and elephants as- 
tonished the ancient world and has 
amazed historians ever since. 


This is a great story of the man who 
has been called the world’s finest sol- 
dier, by an author who is celebrated for 
his authentic, vivid biographies of mili- 
tary leaders. All the variety, excite- 
ment, and glory of Hannibal’s tumul- 
tuous life lives again in this stirring 
saga of the mighty Carthaginian who, 
even as an old man in exile in Syria, 
filled the powerful Romans with dread. 


Doubleday $4.50 


From Bismarck to Adenaur 
Aspects of German Statecraft 
BY GORDON A. CRAIG 


In a distinguished work of diplomatic 
history, Professor Craig traces the de- 
velopment of modern German statecraft 
from Bismarck, who brought German 
diplomacy to its highest efficiency, to 
Adenauer’s present-day conduct of fore- 
ign affairs. Within this framework, the 
author examines the larger question of 
the role played by diplomacy in world 
affairs. 

Germany is a particularly apt 
country for this study. For, although 
Germany produced one of the most il- 
lustrious masters of statecraft in the 
modern period, it also gave the world 
two illustrations of the tragedy that 
results when the resources of diplomacy 
are neglected and more violent means 
of attaining national goals are adopted. 

The story of the uses and abuses of 
diplomacy is reviewed to show how Ger- 
many moved from the security and 
prestige of the Bismarckian Reich to 
the divided and vulnerable Germany 
of today. 

The author agrees with the Presi- 
dent of the German Federal Republic, 
Dr. Theodor Heuss, that world leaders 
have allowed the conduct of foreign 
affairs to become entangled in a web 
of slogans and ideologies. The art of 
negotiation has been replaced by “al- 
most improvised meetings with flash- 
lights, loud speakers and press-confer- 
ences.” And this public-relations ap- 
proach to international affairs has suc- 
ceeded only in deepening the gulf be- 
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tween East and West and in heighten- 
ing the danger of war. If reflections 
upon past diplomatic methods and prob- 
lems can help find solutions to present 
day perplexities, then this book should 
occupy the attention of everyone con- 
cerned with the state of foreign affairs 
today. 


John Hopkins Press $4.50 


The Mountain Is Young 
BY HAN SUYIN 


In 1956 Han Suyin was invited to 
attend the coronation of the King of 
Nepal, the Himalayan kingdom known 
as “The Land of the Gods.” Out of this 
rich experience she has now written a 
superb novel, an enchanting love story 
told with all the fervor which made A 
Many-Splendored Thing such an unfor- 
gettable book. 

The heroine is Anne Ford, a beauti- 
ful woman, the product of the current 
Western civilization which in gaining 
material prosperity has lost its hold on 
things of the spirit. To her as to others, 
Khatmandu is a revelation. There she 
finds that all human endeavor is direct- 
ed towards the divine. And a love affair 
which began as a passionate, sensual 
experience takes on new meaning and 
a deeper understanding of the eternal 
problems of humanity—the significance 
of life and the place of love in the hu- 
man scheme of things. 

But the story is not Anne Ford’s 
only, for Han Suyin, drawing from her 
knowledge of the Nepalese as they are, 
with their extraordinary gift for laugh- 
ter and wit, their genius for music, 
sculpture, poetry and theology, has 
fashioned her exciting tale around a 
rich and varied group of Nepalese and 
European characters. She reveals with 
flawless authenticity the Nepal of to- 
day, an essentially eleventh-century so- 
ciety already touched by modern “pro- 
gress,” gradually being invaded by the 
tourists, and striving to leap into the 
twentieth century. 


Putnam $4.95 


Life Insurance and How 
To Use It 


BY WILLIAM J. CASEY 


This new research study, prepared 
for the Institute for Business Plan- 
ning, Inc., by William J. Casey, a New 
York tax and financial attorney, ana- 
lyzes how life insurance is being used 
today to serve over 30 separate and 
distinct purposes in the average fa- 
mily life. 

According to Casey, the big new fact 
of financial life today is that it takes 
$100,000 or more of capital to guar- 
antee a man in retirement, or his fam- 
ily at his death, a satisfactory share 
in rising American living standards. 
For the average family, life insurance 
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will be a major source of the required 
amount of capital. 

The average man doesn’t hit a wind- 
fall which makes him a capitalist over- 
night. Nor does he build a business 
which can be sold out for a big capital 
gain. He works along for a salary or a 
modest business or professional income. 
Yet, he needs that capital for his own 
retirement and for his family security 
just as much as anyone else. 

He is able to save something each 
year out of his income. If he lives long 
enough and continues to earn and save, 
he will have built a capital position. 
He works under a tax structure in 
which he can’t accumulate the needed 
capital quickly, even if he were able 
to earn enough. The more he makes 
in any given year the larger percent- 
age of it will be taken away from him 
by the tax collector. He has to do it 
slowly and steadily, which he can do 
—if he has the time. 

According to Casey, “There is one 
form of financial instrument which will 
guarantee him the time. That’s a life 
insurance contract. It’s the only way 
his family can come into the needed 
capital, taxfree, if he doesn’t have the 
time. If that capital came in a single 
year from his employer or his business, 
it would be substantially confiscated by 
the progressive tax rates. With a life 
insurance contract the necessary ca- 
pital can be guaranteed to his family 
if he doesn’t have the time —if he 
doesn’t live to build it gradually.” 


The IBP study shows how a man can 
determine how much life insurance his 
family needs, what kind of insurance 
to buy and how to arrange his policies. 
It spells out the dollars and cents re- 
sults from having insurance policies 
owned by the breadwinner, having the 
policies held by a trust, having divi- 
dends on the policies applied to pre- 
mium payments or re-invested in ad- 
ditional insurance, having the proceeds 
payable outright or under life insur- 
ance company settlement options or to 
a trust. 

In showing how life insurance is 
used to work out family security, the 
IBP study starts off by showing how 
to integrate the protection of private 
life insurance policies with the insur- 
ance provided by the government in 
social security. It then shows how in- 
surance is applied to protect the fami- 
ly home, to finance a college education, 
to cover children, to start a young 
man out with an estate. 


Also, for the wealthier citizen, the 
Casey study shows how insurance is 
used in estate plans to finance payment 
of the estate tax and to guarantee tax 
savings which can be achieved by vari- 
ous arrangements of a man’s estate. 
All in all, this study is an invaluable 
guide to the manifold uses and advant- 
ages of insurance. 


Institute for Business Planning, N. Y. 
$12.50 
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Take Care of Your Investments Now 
So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 


W) ost investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
.. - With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account. . . advising retention of those 
most attractive for income and growth .. . 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates are 
hased on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 


be glad to quote an exact annual fee . . 
can benefit you. 


. and to answer any questions as to how our counsel 
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US, 


Economic Development 


“United Fruit Company enterprise has opened up vast areas of low, hot, 
humid and heavily forested terrain... It has supplied the basic facili- 
ties—roads, railways, port and communication facilities, electric power 
establishments, hospitals and schools . . . It has introduced modern sci- 
entific agricultural methods and equipment, and has trained hundreds 


of thousands of local inhabitants in their use...” 


United Fruit Company 


General Offices: 80 Federal Street, Boston 10, Mass. 


This is the substance of a report on the 
Company’s contribution to the economic 
development of Middle America. Made by 
Sr. Galo Plaza, ex-President of the Repub- 
lic of Ecuador, and Stacy May, well-known 
economist, it is seventh in the independent 
research Series on United States Business 
Performance Abroad. NATIONAL PLAN- 
NING ASSOCIATION, 1606 NEW HAMPSHIRE 
AVE., N.W., WASHINGTON 9, D. C. 
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